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ALSTOM

16 April 2002

NANJING METRO SELECTS ALSTOM FOR
ROLLING STOCK CONTRACT WORTH €160 MILLION

The Nanjing Metro Company Ltd. of the People's Republic of China has
selected ALSTOM, in partnership with Nanjing Puzhen Rolling Stock Works, for
the supply of 20 metro trains for its Phase 1, North-South Lline project. The

contract is valued at approximately 160 million euros.

Located 300 kilometres west of Shanghai, Nanjing is the capital of the Jiangsu
province. With a population of over 5 million, it is the second largest business
centre in East China, after Shanghai.

As technical leader, ALSTOM s responsible for the design, engineering,
production of the pre-series train and traction equipment as well as for
project management and procurement. For the order, the consortium will
supply 20 six-car metro trains based on technology from ALSTOM's
METROPOLIS™ product range.

The first trainset will be produced in ALSTOM's unit in Valenciennes, France, .
and all subsequent trainsets will be produced at the Nanjing Puzhen Rolling
Stock Works in China. ALSTOM's best selling ONIX™ traction will be produced

in China in ALSTOM's joint venture - SATEE Company - located in Shanghai.

In announcing its selection of ALSTOM, Nanjing Metro Company officials cited
their confidence in ALSTOM's service-proven, advanced technology, the
competitive price of the product and the company's local presence in

Nanjing, via its partnership with Nanjing Puzhen Rolling Stock Works, as the
primary reasons for their choice.

The contract was signed in Nanjing on 16" April in presence of Nanjing Mayor
Luo Zhi Jun and Michel Moreau, President of ALSTOM's Transport Sector, M.
Moreau said: "We are delighted with this order, our third metro contract for a
Chinese city, and are also very pleased o be collaborating with Nanjing
Puzhen Rolling Works. | hope this will be the foundation for fulfilling further
opportunities in Nanjing and throughout China."

The signed contract will come in force on 31 May 2002. First delivery is

scheduled for May 2004 and final delivery in June 2006. The metro service is
planned to begin in June 2006.
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ALSTOM is the global specialist in energy and tfransport infrastructure. The Company serves
the energy market through ifts activities in the fields of power generation and power
fransmission and distribution and the fransport market through its activities in rail and marine.
Following the sale of its electrical contracting activity, findlised on 20 July 2001, ALSTOM has
annual sales in excess of 22 billion euros and employs 120,000 people in over 70 countries.

The Company is listed on the Paris, London and New York stock exchanges

Press enquiries: S. Gagneraud / G. Tourvieille
(Tel. +33 1 47 55 25 87)
internet.press@chg.alstom.com

investor relations:  R. Shaw
(Tel.+33 1 47 5525 78)
investor.relations@chg.alstom.com

Internet : http://www.alstom.com
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ALSTOM

6 May 2002

ALSTOM WINS GAZ DE FRANCE ORDER
FOR A 450 MILLION EURO TURNKEY
COMBINED CYCLE POWER PLANT IN FRANCE

ALSTOM has been awarded a contract with a total value of approximately
450 million euros. This contract is for the turnkey supply of a 800 MW gas-fired
power plant to be built at Dunkirk, on the northernmost fip of France. The
plant will be owned by Gaz de France Group.

This contract includes an agreement for a 20-year maintenance service
package for the gas turbines which is currently being finalised. The
package covers operation and maintenance support, as well as scheduled
and unscheduled maintenance, including supply and refurbishment of
spare parts and supervisory personnel.

ALSTOM will deliver two 400 MW power frains, each composed of one
GT13E2 gas turbine fired by natural gas, one gas-fired boiler running on blast
furnace and coke-oven gases from the nearby Sollac Atlantique steel-works
(ARCELOR Group), one 235 MW steam-generator set, the cooling water
system, the complete advanced electrical and control system and all
electro-mechanical auxiliaries. The plant will be able to operate flexibly in
various modes, with or without the gas turbines in operation, with a view to
both oplimally converting into electrical power the gases available from
the steelworks and offering electrical power to the market.

ARCELOR is the leading global steel maker specialising in the production,
processing and distribution of high value-added steels.

The commercial operation of this combined cycle power plant is scheduled
for February 2005. The construction schedule will be in line with the planning
for obtaining the required approval for the operations.

This order brings the fotal of GT13E2 machines sold to 75 units. The fleet has
accumulated more than 1,300,000 operating hours.
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ALSTOM

"Naturally we are delighted to be awarded this contract," says Alexis Fries,
President of ALSTOM's Power Sector. "Not only is this the first reference in
France for our GT13E2 gas turbine technology, it is the largest combined
cycle project and the first of its kind in France. The plant will produce
electricity flexibly from natural gas and steelworks gases, with high thermal
efficiency and low carbon and nifrogen oxide emissions. We look forward to
working closely with Gaz de France and all concerned to secure successful
project completion and we are committed to meet our customer's
expectations for top-class service support for long lasting safe and
profitable operation of the gas turbines.”

ALSTOM is the global specialist in energy and transport infrastructure. The Company serves
the energy market through ifs activities in the fields of power generation, power

transmission and distribution and the transport market through its activities in rail and
marine.

Following the sale of its electrical contracting activity, finalised on 20 July 2001, ALSTOM has
annual sales in excess of 22 biliion euros and employs 120,000 people in over 70 countries.

The Company is listed on the Paris, London and New York stock exchanges.

Press enquiries: G. Tourvieille / S.Gagneraud
(Tel. +33 1 47 5523 15)
internet.press@chg.alstom.com
Lynne Anderson
(Tel. +46 122 81 700)

Investor relations:  R. Shaw
(Tel. +33 1 47 55 25 78)
investor.relations@chq.alstom.com

Internet : hitp://www.alstom.com
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Société Anonyme with share capital of € 1,292,324,754
Head oftice: 25, avenue Kléber — 75116 Paris — France
R.C.S.: 389 038 447 Paris
Internet addresses: www.alstom.com

www.alstom.[r

ANNUAL REPORT — FINANCIAL INFORMATION
FISCAL YEAR 2002
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OPERATING AND FINANCIAL REVIEW AND PROSPECTS

You should read the following discussion together with our Consolidated Financial Statements for fiscal
vear 2002 and the notes thereto, “Description of Activities” and “Risk Factors”, included elsewhere in this
Annual Report. During the periods discussed in this section, we inade several significant transactions that
affected the comparability of our financial results between periods. In order to allow you to compare the relevant
periods, we present certain information both as it appears in our financial statements and adjusted to improve
comparability. We describe these adjustments under “Financial Statements for the Years Ending 31 March 2000,
2001 and 2002 — Changes in business composition™ below.,

This document contains certain information about the markets in which we operate (market size, competitive
position). Unless otherwise stated, we have prepared all market share and statistical data contained in this
Annual Report on the basis of internal sources and estimates.

OVERVIEW

Since our initial public offering in 1998, we have [aced a dramatic transfermation of the indusuies in which
we operate, and have responded by reshaping our portfolio of products, systems and services. These changes
have been duc principally to continued deregulation of our markets and privatisation, which has increasingly
changed our customer base from one composed of large state-owned companics (o one comnposed of smaller
private companies. We have addressed these developments by transforming our group. We have completed our
technology base through a series of strategic acquisitions, most notably through the acquisitions of heavy-duty
gas turbine technology from ABB and tilting train technology through our acquisition of Fiat Ferroviaria. in
February 2002, we entered into a technology agreement with Rolls Royce that we intend to exploit to further
develop our heavy-duty gas turbines technology. As a result of this transformation, our Power Sector represented
57% of our sales in fiscal year 2002, Transport 19%, Transmission & Distribution (T&D), when combined with
Power Conversion, 17%. and Marine 6% (these figures exclude sales of our former Contracting Scctor, which we
sold in July 2001). In the process. we have significantly improved the geographical balance of our sales, with
approximately 629% of our fiscal year 2002 sales generated outside of Europe, including 34% in the Americas
(these figures exclude sales from our former Contracting Scctor).

The following table scts forth, on a consolidated basis, some of our key financial and operating data.

Year ended and at 31 March

2000 2001 2002
(in € million)
Order BacKlOg « oo e 23,701 39420 35815
Ordersreceived .. ..o 17,259 25727 22,686
SaleS 16,229 24,550 23,453
Operating INCOIME .. . L.ttt e e 729 1,151 941
Operating Margin ... ...t 4.5% 4.7%  4.0%
Net income after goodwill amortisation . ... ... o i 349 204 (139
BEarnings pershare (€)0) ... oo 1.6 0.9 (0.6)

(1) Per share information is caleulated on the basis of the weighted average number of outstanding shares.

In fiscal year 2002, our results were generally disappointing. In the first six months of fiscal year 2002,
orders and sales increased. More difficult market conditions in Power and Marine appeared later in fiscal
year 2002 as the economic downturn in the US was further impacted by the tragic events of 11 September 2001
and the bankruptcy proceedings of Enron. The lower levels of global economic activity, notably in the US and
Japan, are also affecting Asia. Due to this global economic environment, the orders we received in fiscal
year 2002 declined whilst our sales were stable versus fiscal year 2001, in cach case on a comparable basis. The
order book proved resilient overall and amounted to € 35.8 billion at 31 March 2002, representing 19 months of
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sales (excluding sales from our former Contracting Sector). Orders and sales were negatively impacted by the
disposals of our former Contracting Sector and our 51% interest in GT Railway Maintenance Holdings Limited
(“GTRM™), a UK rail maintenance company, by lower orders and deliveries in Marine and Jower orders in
Power. Operating margin decreased to 4.0% from 4.7% duc mainly to delivery difficulties on several UK train
contracts, pricing pressure in our T&D activities and a drop in the Marine operating margin, as described below.

We incurred a net loss of € 139 million in fiscal year 2002 versus a net profit of € 204 million in fiscal year
2001. This net loss was due essentially (o lower operating margins, higher restructuring costs, provision charges
for vendor financing and interest expense, partly offset by capital gains on disposals. Due to a net cash outflow as
a result of scveral operational and working capital issues. our net debt at 31 March 2002 increased to
approximately € 2.1 billion from € 1.6 billion at 31 March 2001. The balance of [uture receivables sold under our
securitisation programme rose to approximately € 1.7 billion from € 1.6 billion at 31 Mayrch 2001.

In response to this deterioration of our financial situation and market environment, we are implementing a
strategic plan, “Restore Valuc”, discussed later in this section.

OPERATIONAL ISSUES

Our results for the fiscal vear ended 31 March 2002 were particularly influenced by three operational issues.

Power: Update on GT 24/26 Gas Turbine Issues

On 31 July 2000, we announced that we had experienced significant technical difficulties in the introduction
of the new GT 24/26 heavy-duty gas wrbines. GT 24/26 heavy-duty gas turbines arc at the top end of our
extensive range of gas turbines, with respective outputs of 179 MW and 262 MW. They are among the {argest
individual products we sell and are typically sold as part of a larger power project involving other Power
products. The GT 24/26 turbines wre based upon technology developed by ABB. ABB initiated the development
and marketing of the GT 24/26 wrbines in 1995, and also entered into the contracts for sales of these turbines.
These turbines were based on an advanced and novel design concept. In connection with the start of commercial
operation of these turbines in 1999 and 2000, a number of significant technical problems were identified
affecting all the 79 turbines previously sold.

In response to these technical problems, we arc progressively designing and implementing modifications
across the fleet of GT 24/26 turbines and we continue to negetiate seitfernent agreernents with our customers.
Our plan is to modify all existing GT 24/26 turbines and to include the modifications to the 21 GT 24/26 wrbines
remaining to be delivered. Medifications that should deliver further enhancements to output and efficiency over
future years are also being designed, tested and then incorporated progressively into the turbines. In February
2002, we catered into a technology agreement with Rolls-Royce., in relution (o use of their aero-cngine
technology, to further develop our heavy-duty pas turbine technology, in particular the GT 24/26 turbines.

To date the cumulative operating hours of the installed turbines had reached in excess of 250,000 hours. The
improvement programme is on schedule and settlernents have been agreed or are not required for 56 turbines. Of
the remaining 23 turbines, settlement negotiations are under way on 16 machines (including five that are subject
to litigation) with seven still to be started. The setilements are agreements with our clients for penalties and
remedial actions during the agreed interim period, until the implementation of the performance improvement
modifications at which time the agreements require the turbines 1o meet specified performance criteria.

We have established provisions to cover the anticipated costs of making modifications to the turbines and to
allow for the additional expenditure not already covered within contract costs that we expeet to incur in reaching
settlements with our customers, including the costs of fulfilling contractual conditions. We recorded, prior 10
30 September 2000, € 1,625 million of provisions and accrued contract costs in respect of projects relating to the
79 GT 24/26 turbines. We retzined € 1,440 million of provisions and accrued contract costs at 31 March 2002 in
respect of these turbines. See Notes 6 and 18 to the Consolidated Financial Statements for fiscal year 2002.

4
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Sales of GT 24/26 gas turbines represented approximately 14% of Power's sales during fiscal year 2002
versus 17% of Power’s sales during fiscal year 2001.

Transport: UK Trains

In 1997, shortly after the privatisation of the UK ruil industry, we took five orders for a total of 119 new
regional trains with an aggregate value of € 670 million, These contracts were part of the first series of orders
following the rail deregulation in the UK.

The difficulties that we encountered on these contracts are isolated but nevertheless significant. As part of
the UK deregulation, responsibility for approving railway vehicle salety specifications shifted to a variety of new
governmental agencies, which delayed the receipt of necessary government approvals and authorisations. In
addition, deregulation introduced a number of new rail operators each of whom had their own contractual and
technical requirements. In order to meet our initial delivery commitments, we were required to commence
production prior to receipt of final government specifications and approvals. When these specifications were
finalised, they differed from our expectations, which required costly and time-consuming medifications. As a
result, we did not meet our delivery schedules and are implementing action plans to gain customer acceptance of
the remaining trains.

We have reorganised the business and pul in place new management to resolve this issue quickly and
comprehensively. At 31 March 2002, 90 of the 119 CORADIA and Juniper trains ordered by South West Traius,
Scotrail, Northwest Trains and Gatwick Express had been delivered. We expecet to deliver the remaining 29 traing
by the end of the 2002 calendar year.

Marine: Vendor Financing

We undertook financial assistance, which we refer o as “vendor financing”, in support of the recovery plan
for the Marine Sector from fiscal year 1996 to fiscal year 1998, which assisted us to obtain repeat orders for
cruise-ships and increased the productivity of the shipyard. We provided guarantees to financial institutions
relating to indebtedness incurred by certain purchasers of our cruise-ships and fast ferries. At 31 March 2002,
these guarantees related to a total of 13 ships, including six cruise-ships delivered to Renaissance Cruises and
seven for four other customers. In addition, two other cruise-ships were supplied to Renaissance Cruises
(“Renaissance”) without vendor finuncing.

Renaissance filed for bankruptey proceedings in September 2001. Thereafter, the lenders and we have
undertaken actions to secure and maintain the ships and to restructure their financing. Our overall exposure
Renaissance vendor financing at 30 September 2001 was € 684 million in guarantees of financing made in
connection with the delivery of the six ships.

As part of the restructuring, which was completed in fiscal year 2002, ownership of the six ships. including
four that were previously owned by four special purpose leasing entities in which we had an interest, was
wansferred to subsidiaries of Cruiscinvest {Jersey) 1.td., an entity in which we own no shares. Cruiseinvest
financed this acquisition principally through bunk borrowings, guaranteed in part by us, [n addition, we
purchased subordinated limited recourse notes issued by Cruiseinvest, agreed to provide Cruiseinvest with a line
of credit and met certain of our commitments under our pre-existing guarantees. Jnterest on the subordinated
limited rvecourse notes is payable only from amounts remaining after satisfaction of payments duc on
Cruiseinvest’s bank borrowings.

In parallel, the re-marketing of the ships has commenced, with the objective to charter the ships on a long-
term basis or sell them on normal market terms. One of the ships, R8, has been chartered to P&O Princess. In the
meantime, alternative revenue generating uses for the other five ships are being put in place. Our overall
exposure to Renaissance vendor financing was reduced from € 684 million at 30 September 2001 to
€ 432 million at 31 March 2002, consisting of € 195 million relating to the limited recourse notes, € 40 million
relating Lo the line of credit, and € 197 million rclating to guarantees. We describe our exposurc in greater detail
in Notes 9, 23 and 26(b) of the Consolidated Financial Statements for tiscal year 2002.

5
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In addition to our Renaissance vendor financing exposure of € 432 million, at 31 March 2002 our other
remaining vendor financing exposure in Marine amounted to € 612 million, relating to five cruise-ships and two
ferries for four customers. Consequently, our total vendor financing exposure in relation to Marine amounted to
€ 1,044 million at 31 March 2002. In addition, after 31 March 2002, a guarantee was granted, for a total of
€ 42 million, for the financing of one other cruise-ship ordered in 1998 which was delivered in April 2002. There
are no other vendor financing arrangements or commitments relating to cruise-ships in the order book.

During fiscal year 2002, we recorded a provision of € 110 million above operating income relating to our
exposure to Renaissance, of which we expensed € 56 million, leaving a retained provision of € 54 million for the
Renaissance exposures, and recorded an additional provision of € 90 million under other expenses to cover risks
relating to Marine vender financing generally. Consequently, we retained a total of € 144 million of provisions at
31 March 2002 to cover risks associated with Marine vendor financing. Given previously existing provisions to
cover risks in our Marine Sector, part of which were released, the net impact on our consolidated net income for
the year ended 31 March 2002, was an additional expense of € 90 million, corresponding to the € 90 million
provision recorded under other expenses.

The balance sheet impact of the Renaissance restructuring was limited due to the fact that at 31 March 2001
we had € 346 million in dedicated deposits (recorded under long term deposits and retentions in Other Fixed
Assets) relating to our initial guarantees, which we used 1o {inance in part the restructuring. At 31 March 2002,
we had € 169 million deposited in relation to our remaining guarantees. See Note 9 1o the Consolidated Financial
Statements for fiscal year 2002.

RESTORE VALUE

On 14 March 2002 we presented our “Restore Value” plan with the key objective of strengthening our
balance sheet and cash flow generation. Strengthening the balance sheet is necessary duc to the increase in our
debt-to-equity ratio since our initial public offering resuling from increased working capital requirements and
major acquisitions undertaken over the last four years, including the creation of ABB ALSTOM Power and
subsequent purchase of ABB's stake and the acquisition of Fiat Ferroviaria. We funded these investments
substantially from cash and borrowings. As explained above, we have also faced several one-off issues such as
the GT 24/26 technical difficulties and delays in the delivery of UK trains. The Renaissance Cruises bankruptey
has highlighted our highly leveraged balance shect. Over the next three years we will concentrate on the most
profituble segrnents of our markets, improving operational efficiency at all levels and substantially improving
cash generation across the whole range of our businesses.

The “Restore Value™ plan focuses on three elements: reinforcing management, sirengthening our balance
sheet and improving operational excellence.

Management

During fiscal year 2002, we made important organisational changes and strengthened our management both
at Corporate and Sector levels.

The Power Sector has been fully integrated into ALSTOM following the acquisition from ABB. and the
structure of our T&D and Transport Sectors has been reconfigured. More generally, the integration between
Sectors and Corporate has been substantially reinforced and tighter controls put in place.

6
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Cash Focus

Generate cash flow from operations.  Our objective is to generate € 1.3 billion of cumalative free cash
flow from operations over the fiscal year 2003 to fiscal year 2005 period, although our ability to do so
will depend on the operating performance of our Sectors and our ability to reduce working capital
requirements;

Restructure debt and improve liguidity. 'We and our banks have agreed changes to our covenants for a
limited period and to our debt structure and maturity. In addition, in March 2002, we secured
€ 850 million of supplementary back-up lines of credit;

Real estate sales. We intend to sign agreements for the sale of an estimated € 750 million in real
estate sales by December 2002. We have identified sites for sale located in seven western European
countries, Advisers have been working on a three-stage plan consisting of a feasibility study, marketing
and execution. We expect to remain the occupicr of most properties, and do not intend to enter into put
or call arrangements in connection with the sales. We expect future savings on depreciation and interest
cxpense o offset higher rent expense:

Disposal of non-core businesses.  Through a comprebensive strategic review of our portfolio. we have
identified twelve non-core assets for disposal. These assets generated total revenues of approximately
€ 3.3 billion for the fiscal year 2002. At 31 March 2002, we had commenced the disposal process of
ninc businesses. Once the savings of tax, interest and goodwill amortisation have been realised we
expect that the impact on net income of the disposals will be negligible. If the proceeds of the disposals
equal our estimates. we would realise a small capital gain before tax. This plan is based on sclling
conslituent businesses from diflerent Scelors, and would not include the sale of an entire Sector: and

Capital increase. We intend to issue new shares through a capital increase with preferential
subscription rights for existing shareholders. The timing and the amount of the offering depend on
market conditions and regulatory approvals.

Operational Exccllence

Our strategic plan includes several objectives:

Improve our business mix with an increased emphasis on higher growth and margin activities in each
Scctor’s portfolio:

Stweamline our cost structure through continuous improvement of productivity with an estimated
restructuring charge of € 200 million per year over the three-year plan period. We are seeking to reduce
annual overhead expense by an estimated € 250 million per year by the end of the three-year plan;

fmprove operational excellence by further tightening risk management and focusing on improved
quality; and

Rapidly resolve the operational issues discussed above in Power, Transport and Marine.
p

Power Strategy

In order to boost our position in the competitive global market, Power continues to focus on a series of
measures to improve our market position and product quality. Power’s key strategies are as follows:

*

Increasing our emphasis on operational efficiency by reducing our cost structure, enhancing cash
management and focusing on quality and process improvements. In addition, implementation of the
Quality Focus 6 Sigma programme -— an operational excellence programume central to Power’s
performance improvement sirategy — is being accelerated to increase on-time delivery of high-quality
products and services to custoers; '
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* . Focusing on high-growth/high-margin activities, such as service, including information technology
solutions, industrial gas turbines and emissions reduction products and services;

*  Given the importance of new orders in the muarketplace, we are strengthening our technological
expertise in heavy-duty gas turbines, notably through a long-term technology agreement we have
entered into with Rolls-Royce: and

¢ Increased spending on gas turbinc-related rescarch and development will be directed to the
enhancement of existing products and the development of new competitive products in this area in the
medium and long-term.

T&D Strategy

In line with its market positioning as a leading solution provider, T&ID intends to implement a three-fold
strategy as follows:

Strengthen core aclivities in order to sustain competitive advantage on conventional T&D products.
This consists mainly of improving the current profitability of conventional products, through product,
cost and manufacturing base rationalisation. In addition, we are building foundations to grow in new
market segments, and filling minor gaps in our product portfolio;

Grasp growth opportunities in the new, extended T&D muarket scope by developing value-added
services and systems activities. This includes growing information technology, developing network
consultancy and building a field service activity; and

Expand geographically and re-deploy the sales force to adapt coverage to market potential and leverage
the Sector’s strength on a world-wide basis, This requires re-balancing presence to growing markets,
including, more particularly, the US and China.

To implement this strategy, we implemented a new organisation in fiscal year 2002. This new organisation,
supported by an internal change programme, T&D On the Move, is based on the following:

L4

An International Sales and Country Organisation (1ISCO). which provides customers with a single point
of contact for all of our T&D products and services, whilst improving access of our rationalised
manufacturing base to world-wide markets;

Qur reorganised Businesses, which provide a wide range of T&D products and services for the energy
supply chain — transforming voltage, switching, protecting. measuring, managing cnergy {lows and
interconnecting networks; and

Supporting functions. such as Strategy, Communications and Finance, will provide cohesive support
across T&D, ensuring control of costs across the Businesses.

Transport Strategy

We intend to sustain our leading market positions and ensurc product superiority in our chosen markets by:

-

Taking advantage of the buoyant European markets;

Continuing to grow non-manutacturing activities such as service and signaling;

Improving profitability and cash flow of our Rolling Stock activities, principally by improving our
operating margin in Europe, whilst maintaining our current market share, and continuing to increase
our market share in the US: and

Developing technological advantages by improving existing product ranges.
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Marine Strategy

To address further the recent difficulties in the cruise-ship market and capiralise on our efficient
shipbuilding technology, our strategy in Marine seeks to:

*  Maintain our position as a world leader in cruise-ships by focusing on cost, technology and quality;
*  Capitalise on growth in the LNG market through advanced technological solutions and strategic
partnerships and alliances, possibly with a Chinese manufacturer; and

*  Take advantage of opportunities in the supply of naval vessels.

In addition to our Restore Value programme of operational excellence, Marine has initiated a new
programumne, CAP 21+. designed to capitalise on the results of its previous major productivity initiative called the
CAP 21 programme, which was launched in 1997. CAP 21+ relies on the same elements as Quality Focus, our
company-wide programme, which emphasises reliability, performance, competencics and innovation. Our
objectives will require an increased focus on research and development and training. and reinforced co-operation
with suppliers and subcontractors. As part of this effort, we have also developed a CAP performance plan that we
believe will help us optimise our relationships with suppliers and business partners.

OUTI.OOK

In connection with the “Restore Value™ plan, we have established a number of internal financial targets. Our
targets are the following:

*  Toincrease operating margin from 4% to near 5% on broadiy stable sales in fiscal year 2003 and 0 6%
by 20085.

The targets for each Sector are the following:

— Power: operating margin to be 6% by end of fiscal year 2005:

—  T&D: operating margin to be 8% by end of fiscal year 2005 including Power Conversion;
-~ Transport: operating margin to be 7% by end of fiscal year 2005, and

— Marine: operating margin to be 3% by end of fiscal 2005 and 5% by end of fiscal year
2006:

*  To generate cumulative free cash flow from operutions of € 1.3 billion over the fiscal year 2003 1o
fiscal year 2005 period and for tree cash flow from operations to equal EBIT (earnings before interest
and tax) by fiscal year 2005: and

*  To generate overall proceeds of € 2.1 billion by the end of fiscal year 2003 from real estute sales, non-
core disposals and a capital increase.

These actions, plus the other cash management actions described above, are intended to allow us to achieve
a gearing ratio (net financial debt divided by the sum of sharcholders™ equity and minority interests) of around
20% by the end of fiscal year 2005.

The success of Restore Value and our actual operating margin and financial position could differ materially
from the goals and targets expressed above if any of the risks we describe in the “Risk Factors™ section, or other
unknown risks, materialise. These risks include, among other things, our cxposure to the global level of
infrastructure spending, the technological risks related to new products we introduce and competition in our
industries.

RECENT DEVELOPMENTS

In April 2002, we purchased the remaining 49% of ALSTOM Perroviaria Spa (formerly Fiat Ferroviaria) for
€ 154 million.
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In May 2002, we announced that Power had been awarded contracts to supply and maintain for 20 years a
gas tired power plant at Dunkirk, France to be owned by Gaz de France. These orders have a combined value of
approximately € 450 million and will be recorded in fiscal year 2003.

The cruise-ship European Stars was delivered on 24 April 2002.

FINANCIAL STATEMENTS FOR THE YEARS ENDING 31 MARCH 2000, 2001 AND 2002
Changes in business composition

Our results of operations for the three years ended 31 Muarch 2002 have been significantly impacted by the
acquisitions and disposals described below. The table below sets forth our main acquisitions and joint ventures
during the periods indicated. Sales and number of employees are presented for the f{iscal year preceding the
acquisition, except as otherwise indicated.

Se of shares Sales Number of

Company Sectors Country/Region acquired (in € million) Employees
Fiscal year 2002
Biwonies, Inc. .. ...oo oL T&D United States  100% 13 60
Raileare Lad. .. ... ... Transport UK 100% 33 633
Ansaldo Coemsa SA ......... T&D/Power " Bravil 100% 40 516
Fiscal year 2001
ABB ALSTOM Power........ Power World-wide  Remaining 50% 7,706t $8.000
Norweb Contracting . ......... Contracting/T&D UK Assets 65 300
Scottish Power Contracting . ... Conuucting/T&D UK Assels 100 1.100
Sunvie ... ool Contracting Germany 100% 8l 750
Traxis ... ool Transport Netherlands — 100% 37 240
Fiat Ferroviaria® . ........... ‘Transport Ttaly 51% 375 2,200
Faceo (JV with property

management Subsidiaries of

Thales) ....... ... .ot Contracting France S0% 163 1.000
Fiscal yecar 2000
ABB ALSTOM Power ........ Power World-wide  30% 7,706 58,000
ALSTOM South Africa ....... Otlier Soutli Africa  Remuaining 50% 187 3,181
Missenard Quint . ............ Contracting [rance 100% 46 434
Electricité et Technique ... .. .. Contracting France 100%: 6 32
ALTMSA. ... . oL T&D Brazil S1% 17 380
ALSTOM Parafoudres {ex

Soulé) ... T&D France 100% § 5§
TélécitéIne. ...l Transport Canada 100% 7 70

(1) 100% of ABB ALSTOM Power sules for period from 1 July 1999 to 31 March 2000.

(2) Fiat Ferroviaria consolidated with effect from 1 October 2000,

10

PQSQ. b 0@ \'lb/



The table below sets forth our main disposals during the periods indicated. Sales are presented for the fiscal
year preceding disposal.

% of shares Sales Number of
Company Sectors Country/Region disposed (in € million) Employees
Fiscal year 2002
Conlracting Sector ......oovvivi.., Contracting  World-wide 100% 2,485 23,797
GIRM .. ... Transport UK 51% 229 4,203
ALSTOM Power Boilers (waste to energy)
business ..........iiiiiiiiii Power France 100%: 124 155

Fiscal year 2001
Various businesses reported within the
Industry Sector ... Industry World-wide 100% 281 2,800

Fiscal year 2000
ALSTOM Gas Turbines S.A. and ALSTOM
Gas Turbines GmbH ........ ... ... Power World-wide 100% 609 2,500

Power

Under the terms of the agreement we signed on 23 March 1999, we sold our heavy-duty gas turbines
business to General Electric (GE) for net proceeds of US$ 912 million. The heavy-duty gas turbines business we
sold o GE contributed € 609 million to our sales for the year ended 31 March 1999. Also on 23 March 1999, we
entered into an agreement with ABB to create a new joint venture company, ABB ALSTOM Power. On
30 Jupe 1999, we transferred to ABB ALSTOM Power all of our Energy operations, except for the heavy-duty
gas turbines business that we had sold to GE. ABB transferred 10 ABB ALSTOM Power substantially all of its
power generation business, except for its nuclear operations, Combustion Engincering Inc. and its asbestos
liabilities. At the time of the ftransaction, the combined sales of ABB ALSTOM Power amounted to
approximately € 9.9 billion, of which approximately € 7.2 billion was contributed by ABB and approximately
€ 2.7 billion by us. To offsct the difference in the size of the contribulions made by us and by ABB and 1o reach
ownership parity, we paid ABB € 1.48 billion, approximately US$ £.53 billion at that date, upon the creation of
the joint venture. On 11 May 2000, we acquired ABB's 50% interest in ABB ALSTOM Power. We paid ABB
€ 1.25 billion in cash. This transaction included the resolution of all outstanding matters related to the formation
of the joint company. In these two wansactions, we acquired substantially all of ABB’s power generation
husiness for approximately € 2.7 billion.

As aresult of this repositioning. the reported figures for Power in fiscal years 2000, 2001 and 2002 are not
directly comparable. The data concerning Power for the year ended 31 March 2000 include the figures of the
former Energy Sector of ALSTOM for the period 1 April to 30 June 1999 (3 months), and 50% of the figures of
ABB ALSTOM Power for the period 1 July 1999 to 31 March 2000 (9 months). For fiscal year 2001, the figures
reflect the 50% consolidation of ABB ALSTOM Power under the proportional consolidation method
from 1 April 2000 to 10 May 2000 and the 100% consolidation of Power from 11 May 2000 to 31 March 2001.
The figures for fiscal year 2002 reflect the full consolidation for the entire year.

Power Conversion

Power Conversion was created on 1 July 1999 from the merger of our Drives and Controls. Motors and
Generators and several smaller related businesses previously part of our former Indusuy Sector. Power
Conversion replaced Industry within our reporting structure from 1 April 2000. As mentioned above, we
integrated this sector into T&D with effect from 1 April 2002.
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Contracting

We sold our former Contracting Sector on 20 July 2001 to CDC Equity Capital (CDC IX1S Group) and
Charterhouse Development Capital, which financed a management buy-out. The transaction was finalised with a
sale price of € 756 million.

Comparable figures for {iscal years 2001 and 2002

Adjustments have been made to evaluate orders received and sales on a comparable basis by removing
material acquisitions made during fiscal year 2002 (Bitronics Inc., Ansaldo Coemsa SA, and Railcare 1.td.), from
results reported at 31 March 2002. Material disposals made during fiscal year 2002 (Contracting and GTRM)
have also been removed from the figures reported at 31 March 2001 and at 31 March 2002. For Fiat Ferroviaria,
51% of which was acquired in fiscal year 2001 and which was fully consolidated as of 1 October 2000, the
figures have been removed from both fiscal year 2001 and 2002. For Power, comparable figures have been
caleulated to illustrate the estimated effects of the full consolidation of ABB ALSTOM Power. as if the
acquisition of ABB’s 30% interest had occurred on 1 April 2000,

Fiscal Fiscal Yariation Variation
Year Fiscal Year Year Fiscal Year ona ona
2001 2001 2002 2002 historical  comparable
Actual  Comparable  Actual  Comparable hasis basis

(in € million)
Ordecrs received

Power ... 11,502 12,069 11,033 11,033 -4% -9%
T&D 2,882 2,882 3.210 3,142 1% 9%
Transport ... oo 5.558 5,054 6.154 5242 114 44
Marine ... .. ... 1,835 1,835 462 462 -75G -75%
Power Conversion ... .. 737 737 667 667 -10% -10%:
Contracting ... ..ot 2,840 0 909 0 -68%

Otherst™) . .. 373 373 251 251 -33% -23%
Total ... . 23,727 22950  22.686 20,797 -12% -9%
Sales

Power ..o 12,040 12,591 12,976 12,976 8Y% 3¢
T&D 2,792 2,792 3,164 3.096 13 1<
TEANSPOIT © oo et e et 4,400 3,753 4,413 3,780 0% 1%
Marine ... . 1,841 1,841 1.240 1,240 -33% -33¢
PowerConversion ...............oovit. 617 617 650 650 5% 5%
Contracting .. ..o 2,483 0 759 0 -70%

Others™™ L. o 375 375 251 251 -33% -33%
Total ... ... .. 24,550 21,969 23.433 21,993 -4 0%

(1) The figures for fiscal years 2001 and 2002 represent the orders received und sales of the overseas entities in Australia, New Zealaad,
South Atrica and India not allocated 10 the Sectors.,

Currency effect

Changes in the value of the Euro against other currencics had no significant effect on our results of
operations during fiscal year 2002. The translation effect reduced our consolidated orders and sales by less (han
1% and had almost no effect on operating income. This impact was higher in the Power Sector, which has a

wider geographical spread outside the Euro zone., particularly in the US and in the UK. Translation cffects
created higher sales in Power that were offset by lower sales principally in T&D and Transport.
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Order Backlog

Year ended 31 March
2000 2001 2002
(in € million)

POWET L e e 8,161 17,740 15,404
<2 5 J U A AP 2077 2,104 27255
Transport ... .o 7,137 13,124 14,505
MarIne e e 37112 3,706 2,928
Power ConVeTSION . et i e e e n/a 667 668
1000 ¥4 ] o - 1660 1,872 nfa
ORETS ) o e 954 216 55
Total ALSTOM ... 23,701 39,429 35815

(1) The figure for fiscal year 2000 represents the order backlog of € 934 mitlion of our former Industry Sector, The figures for fiscal yeurs
2001 and 2002 represent the orders of the overseas entities in Australia, New Zealand. South Africa and (ndia not allocated o the
Seclors.

Our order backlog at 31 March 2002 amounted to € 35.8 billion, a decrease of € 3.6 billion mainly duce to
the disposal of Contracting and GTRM. Excluding Contracting and GTRM, order backlog increased duc
primarily to Transport and T&D, partially offset by a decline in Marine. The order backlog in terms of months of
sales (calculated by dividing the order backlog by one twelfth of annual sales) remained stable at approximately
19 months, excluding Contracting. Order backlog at 31 March 2002 inciuded € 5.8 billion ol operation and
maintenance contracts.

Our order backlog consists of a mix of confirmed orders for short-term projects, particularly for our T&D
Sector and for our various service activities. and confirmed orders for longer-term projects, particularly for our
Power, Marine and Transport Sectors. Our short-term projects are generally traded within one year of the date we
record the order. whilst long-term projects generally are traded within three years. Operation and maintenance
contracts can often have terms of up to ten years and occasionally for much longer periods.

Orders Received

Year ended 31 March
2000 2004 2002

{in € million)

POWer 5,569 11,502 11,033
L) o e e e 2,532 2882 3210
1 1o ¢ 3918 5558 6.1%4
Marine .. 1.623 1,835 462
Power Conversion .. ... n/a 737 667
COMIACUIIE .« o v vttt ettt e e e 2283 2840 909
Others Y e 1,334 373 251
Total ALSTOM ... 17,239 25,727 22,686

(1) The figure for fiscul yeur 2000 represents € 1.017 miillion of orders reccived by our former Industry Sector und € 317 million of arders
received by the overseas entities in Australia, New Zealand, Scuth Africa and India not allacated to the Sectors. The figures for fiscal
years 2001 and 2002 represent orders received by the overseas entities.
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Orders received during fiscal year 2002 decreased due to the disposal of our Contracting Sector and GTRM
and the lack of significant Marine orders following an exceptionally strong fiscal year 2001. This was partly
offset by an increase in Transport and T&D. Power orders received decreased. In fiscal year 2001, orders
received amounted to € 25,727 million, on a consolidated basis, an increasc of 49% over the prior year duc
primarily to the full integration of Power.

We operate in more than 70 counuies around the world. The table below sets forth the geographic
breakdown of orders received by destination for the periods indicated.

Year ended 31 March
2000 2001 2002

(in € million)

Orders received:

European Union ... ..o 1776 9536 8517

of which

France ... .. ... ... ... .. ... e 2,618 34835 3,139

UK e 1,678 1,246 1,720

GErmany ... 1,335 1,648 1,330
Restof Burope ..o o 778 1,967 1.579
NOFh AMEIICE oot e e e 3785 6416 5161

of which

S e 3,186 4736 4,370
Central and South AIMETiCa . ... .. i 1,034 1,567 1,832
AT PACIIC o e 2,762 3955 4,162
Alrica/Middle Bast .. .o 1,124 2286 1,435
Total ALSTOM ... . e 17,259 25,727 22,686

Tn fiscal year 2002. the geographic breakdown was generally the same as in fiscal year 2001.

Eureope remained the most important region in terms of orders reccived with 45% of total orders. but
decreased by 12% versus fiscal year 2001, This decrease resulted muinly from the disposals of Contracting and
GTRM, cach of which had a large presence in Europe, especially in the UK, Germany and France, and from a
decline in orders for Power projects in this region during fiscal year 2002. Even with the sale of Contracting,
orders received increased in France due to a € 506 million increase for Transport and a € 317 million increase for
Marine.

In fiscal year 2002, the decrease in North America was mainly due to Transport and Marine, which had won
the exceptionally large order for the Queen Mary 2 in fiscal yewr 2001, partly offset by T&D, whilst Power
decreased slightly.

Growth in Central and South America in fiscal year 2002 was particularly strong in Power and T&D, whose
impact was partally offset by Transport.

The growth in Asia/Pacific was attributable mainly to Power, Transport and T&D, offset by the disposal of
Contracting.

The decrease in Africa/Middle East was due to Power and Transport, \\th‘ scveral large projects were
registered in fiscal year 2001. Tt represented a growing market for T&D.,
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Power

Market conditions for Power were characterised during fiscal year 2002 by (he end of the boom in gas
turbine orders in the US. The collapse of Enron added to pressures on independent power producers and
merchant power plants. As a result, we believe that market liberalisation may slow as obstacles to deregulation
grow. Underlying long-term demand is cxpected to continue to grow, cssentially due to economic growth and
replacement of ageing equipment. We also expect that developments in both consumer and industrial markets
should increase electricity consumption, over the long term, through growth in avtomation, motors and drives,
clectric ransportation, teleconununications and computers.

Added to cconomic demand growth, which we eslimate at approximately 5% per year, is the long-term
market demand for new equipment coming from replacement of ageing plants. Overall we estimate underlying
order demand for new equipment to have grown at an average rate of 7% per year over the last 15 years. Some
estimates put the demand at 100,000 MW to 150,000 MW per year for the next 50 years. Due to the expected
slowdown in world-wide demand for new cquipment, in particular, utility gas turbines and combined cycle plants
in the US, our strategy over the next 3 years is to concentrate on service, industrial gas turbines and
environmental products businesses.

As we expect the medium and long-term demand for new equipment to be dominated by gas wurbines
technology, we signed a long-term technology agreement with Rolls-Roycee on 12 February 2002, which will
enable us to use Rolls-Royee acro-engine technology in the development of our heavy-duty gas turbine product
range. This agreement is in line with our long-term strategy to offer a highly competitive heavy-duty gas turbine
product range to address the global power generation equipment market.

Orders received by Power during fiscal year 2002 amounted to € 11,033 inillion, a decrease of 4% versus
€ 11,502 million for fiscal year 2001. Orders received decreased by 9% on a comparable basis.

Customer Service, Boilers & Environment products and Industrial Gas Turbines segments saw significant
increases in orders received. These increases were offset by declines in Steam Power Plants and Heavy-Duty Gas
Turbines, due 1o the postponement of arnkey projects, and in Hydro. Customer Service increased mainly due to
the higher volumes of plant overhauls in the US, and higher long-term operation and maintenance bookings,
particularly in the US and South American markets. Boiler & Environment had a strong performance, especially
in the heat recovery products associated with combined cycle plants and utility boilers in the US. Orders received
for Steam power plants decreased following the lack of orders in turnkey projects, partly offset by the high order
intake for direct turbine and generator orders associated with combined cycle plants, mainly in the US. Industrial
Turbines increased significantly duc to the success of two new gas turbines, Cyclone and GT X100, mainly in the
oil and gas market. As a consequence of the significant decrease of the general market demand in the US in the
second half of fiscal year 2002, we expect global market conditions in the new power equipment market, in the
short term, to become more competitive.

Hydro Power registered fewer large orders in fiscal year 2002 than in [iscal year 2001, partly offsel by more
mini-hydro projects.

By geography, the Americas grew 7% due to growth in the US and South America, particularly in Brazil.
The US market benefited from boiler and steam components for combined cycle plants as well as customer
service activity, mainly offset by a decrease in Mexico and Canada. Overall orders in Europe dropped slightly
despite Eastern Europe growing due to three large steam orders in Poland. Asia/Pacific increased significantly
and the Africa/Middle East decreased duc to a major contract registered in fiscal year 2001 in Saudi Arabia,

Orders in the fourth quarter of fiscal year 2002 were impacted by developers reassessing their portfolios due
to the downturn in the US and as banks and insurers became more caotious following the collapse of Enron. In

Europe, the UK market continues to be affected by low electricity prices, but this impact is partly offset by other
European countries and the Middle East.

15

Pagz 2\ of 118~



Orders received by Power during fiscal year 2001 amounted (o € 11,502 million, versus € 5,569 million in
fiscal year 2000, In fiscal year 2001 Power increased mainly as a result of the full consolidation of the former
ABB ALSTOM Power business, and increased 2% on a comparable basis.

T&D

During fiscal year 2002, the transmission and distribution markel continued to become more competitive
and information driven and was subject to more environmental concerns. Deregulation world-wide continued to
present new, complex challenges for our clients. Orders received hy T&D for fiscal year 2002 amounted to
€ 3,210 million, which corresponds to an increase of 11% over the orders received in fiscal year 2001, during
which orders received amounted to € 2 882 million. On a comparable basis, the increase was 9% over fiscal year
2001. This performance in a difficult market was achieved principally through the creation of a new international
marketing and sales organisation and strategy.

Orders received from South America grew significantly, due to both the acquisition of Ansaldo Coemsa, a
Brazilian transformer manufacturer, and the high number of Brazilian transmission projects. North America
orders continued to increase, representing 16% of T&D orders received. This was mainly duc to a large project in
Mexico. In the US, the continuing growth of the high voltage equipment market offset the reduced number of
large contracts in the Energy Management Markets, as customers delayed orders pending the anticipated
introduction by the US Federal Energy Regulatory Commission of new regulations to rcorganise energy
transmission markets. In Asia/Pacific, the Australian and Chinese markets continued to grow. The decreasing
activity in Western Europe was more than offsct by increases in the other regions mentioned above. The regional
mix chanped, with Europe becoming less importunt whilst faster growing regions, such as the Americas,
constituted a larger proportion of T&D's orders.

Orders received by T&D in fiscal year 2001 umounted (0 € 2,882 million, an increase of 14% over the
orders received in fiscal year 2000. On a comparable busis, the increase in fiscal year 2001 was 12% over fiscal
year 2000.

Transport

Tn Transport, anticipated or continued deregulation and privatisation of our customer base led to renewed
investment in rail infrastructure and growth in demand for passenger rolling stock in many of our markets,
particularly in the field of urban and suburban transportation. In parallel, the trend towards increased outsourcing
continues and we are exploiting these new business opportunitics through our dedicaled customer service
business world-wide. With safety concerns combined with asset utilisation improvements becoming a wp
priority, we also benefited from increased investment in signaling and train control systems.

Orders received by Transport in fiscal year 2002 amounted to € 6,154 million, an increase of 11% over
fiscal year 2001. Orders received were generally stable at a high level due to the continued investment in
European rail infrastructure. Orders received in fiscal year 2002 included several large orders received by
GTRM, which we sold in September 2001, On a comparable basis, Transport recorded order growth of 4%.
Europe remains Transport’s biggest market representing 71% of the total. Asia is also an important market for
Transport with 15% of the total, whilst orders received in the Americas decreased to 11%, versus 23% at the
same period last fiscal year. Europe increased by 38% and Asia by 17% versus fiscal year 2001, whilst the
Americas decreased by 46% duc to the difticulties encountered in the US and Canadian freight service markets.

The growth in orders received was essentially due to the strong rolling stock and freight market, mainly in
Europe, as well as to demand for our information solutions and systems which more than doubled. The higher
activity level in Europe was mainly the result of the continued revival of the French market in rolling stock and
freight, where we have maintained our market share. However, the UK market is sluggish due to the current
regulatory uncertainty. Order intake was also strong in Asia duc to contracts in Singapore for the Circle Line Metro.
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Orders received by Transport in fiscal year 2001 amounted to € 5,558 million, an increase of 42% versus
orders received of € 3,918 million for fiscal year 2000. On a comparable basis, Transport's orders received grew
31% in fiscal year 2001.

Marine

Due to the US cconomic slowdown and the effects of September 11, the cruise-ship market suffered a
slowdown resulting in a temporary suspension of new orders. Marine had an exceptionally high level of orders in
fiscal year 2001, and the comparative data for fiscal year 2002 shows a sharp decline. As a result of the existing
order backlog and the new orders in the fiscal year, our order book 1s full to the end of fiscal year 2004,

Orders received in fiscal year 2002 amounted to € 462 million, versus € 1,835 million in fiscal year 2001.
The 2002 orders included sections for assault ships for the French navy and a liquid natural gas tanker for Gaz de
France.

Orders received in fiscal year 2001 amounted to € 1,835 million, versus € 1,623 million in fiscal year 2000,
an increase of 13%, mainly due to the active cruise-ship market, including the exceptional order for the super
liner Queen Mary 2, the order for a cruise ship for NYK/Crystal Cruise, and the order for two cruisc-ships for
Mediterranean Shipping Company (MSC).

Power Conversion

Orders received in fiscal year 2002 amounted to € 667 million, a decrease of 10% versus fiscal year 2001,
This decrease was mainly doe to the decline in industrial invesument, partly offset by orders lor marine
propulsion systems for naval applications.

Orders received in fiscal year 2001 amounted to € 737 wiillion. an increase of 33% compared to fiscal
year 2000, on a comparable basis.

INCOMEI STATEMENT

Sales
Year ended 31 March
2000 2001 2002
(in € million)

oW ET o 4471 12,040 12,976
T D 2,640 2792 314
TranSPOTL oo 4,002 4400 4413
Marine oo 1,318 1,841 1,240
Power Conversion ... ... . n/a 617 630
CONIACUDE © v vttt ettt et e e e e e e 2276 2485 759
LT ST T 1,423 37s 251
Total ALSTOM ... e 16,229 24550 23,453

(1) The figure for fiscul yeur 2000 represents € 1,110 million of sales recorded by aur former Industry Scetor and € 313 million of sules
recorded by the overscas entities in Australia, New Zealand. South Africa and Tndia not allocated to the Sectors. The figures for fiscal
years 2001 and 2002 represent sales recorded by the overseas entities.

Sales were € 23,453 million for fiscal year 2002 versus € 24,550 million in fiscal year 2001, a decrease of
4%, duc principally to the disposal of Contracting. On a comparable basis, sales were stable from fiscal year
2001 to fiscal year 2002. Power achieved an increase of 8% in sales und T&D an increase of 13%. Transporl was
stable and the decline in Marine reflects the timing of ship deliveries, as one ship was delivered in April 2002,
and another planned in May, after the close of the fiscal ycar. No client represented more than 10% of our sales
over the last three years.
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Sales were € 24,550 million in fiscal year 2001 versus € 16,229 million in fiscal year 2000. On a
comparable basis sales increased 15%.

The table below sets forth the geographic breakdown of sales by destination for the periods indicaled.

Year ended 31 March
2000 2001 2002
(in € niillion)

Sales:
European Union . ... .. .o i 8,258 9,809 7,053
of which
B aD e L e 3278 2939 1,867
UK ...... N 1,713 2,436 1,862
GEIIIUIY « vttt ettt e e 1,535 1,712 1,226
ReStOf BUIOPE ..t e 723 1160 1,360
NOMH ANCIICA ot et e e e 3,073 6863 6,255
of which
S 2433 5548 4633
Central and South AMerica ... . 681 9352 1439
AT/ PaCiiIC L e 2209 3,057 4,521
Africa/Middle East .. .. 1,195 1.700 1,925

Total ALSTOM ... 16,229 24,550 23453

Power

Sales amounted to € 12,976 million in fiscal year 2002, versus € 12,040 million in fiscal year 2001, On a
comparable basis, sales increased by 3%. The main contributors to this increase were Customer Service and
Industrial Gas Turbines. This was offset by Boiler & Environment, Steam Power Plants and Gas Turbines. Hydro
Power sales remained stable. By geography, North America continued to represent the main region for Power,
with deliveries of gas turbines, boiler and steam components as well as our strong service business. Europe
remained an important markel but decreased by 9%, whilst AsiwPacific increased significantly following major
deliveries of gas turbines in Malaysia and Thailand.

Sales amounted to € 12,040 million in fiscal year 2001, versus € 4,471 million in fiscal year 2000, due
primarily to the full consolidation of ABB ALSTOM Power. On a comparable basis, sales increased by 23%, us a
result of a significant order backlog built up over the past few years translating into sales, particularly in the
ficlds of stcam power plants, gas turbines and botlers.

T&D

T&D’s sales amounted to € 3,164 million in fiscal year 2002 versus € 2,792 million in fiscal year 2001, On
a comparable basis, sales increased by 11%. The sules increase in fiscal year 2002 was particularly strong in the
Americas, due to the important energy management contracts signed in previous years in the US and continuing
growth in Brazil. The Middlc East increased, following the exceution of transmission projects in Kuwait and in
the United Arab Emirates, Europe remained stable, with increases in western Europe, eastern Europe, and the UK
offsetting declines in Germany,

Sales in the fiscal year 2001 were € 2.792 million versus € 2,649 million in fiscal year 2000. On a
comparable basis, T&D’s sales increase was 4% over fiscal year 2000.

Transport

Sales in Transport amounted to € 4,413 million in fiscal year 2002, stable versus € 4,400 million registered
in fiscal year 2001. On a comparable basis, sales in Transport increased by 1%. Europe remained the most
important market with relatively flat sales. Slower deliveries, related to UK trains, were offset by increasces in
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France and eastern Lurope. Excluding the UK, sales in Europe increased by 25%. Sales decreased in the
Americas due to difficulties in the freight service market in North America. Sales in Asia increased by 72% due
to the Singapore metro contract and additional signaling contracts, notably in Australia.

Sales in Transport amounted to € 4,400 million in fiscal year 2001, an increase of 8% versus fiscal year
2000. On a comparable basis, sales in Transport increased by 2%, to € 4,164 million from € 4,092 million. This
slight increase was due to the exceptionally high level of deliveries completed during fiscal year 2000, in
particular deliveries for the Korean High Speed Link.

Marine

Sales amounted to € 1,240 million in fiscal year 2002 versus € 1,841 million in fiscal year 2001,
representing a decrease of 33% in sales. This decrease resulted from an exceptionally high level of deliveries (6
cruise-ships) in fiscal year 2001 and the delay in the delivery of the European Stars until April 2002. In fiscal
year 2002, Marine delivered two cruise-ships, the European Vision to Festival and the Sionmit 1o RCCL. In
addition, Marine delivered a frigate to Morocco, and two high speed ferries to NEL lines in Greece.

Sales amounted to € 1,841 million in fiscal year 2001 versus € 1,318 million in [iscal yecar 2000. The 40%
increase over that year was a result of higher deliveries.

Power Conversion

Sales amounted to € 650 million during fiscal year 2002, versus € 617 million in fiscal year 2001, a 5%
increase. This growth reflected the strong order intake in fiscal year 2001 and was particularly good for both the
Marine & Offshore and Process Industries activities.

Contracting

Sales for fiscal year 2002 until the sale of the Sector on 20 July 2001 amounted to € 759 million. Sales in
fiscal year 2001 amounted to € 2,485 million, an increase of 9%, versus fiscal year 2000. On a comparable basis,
sales were stable in fiscal year 2001.

Cost of salcs

Our cost of sales amounted to € 19,622 million (84% of sales) versus € 20,428 million (83% of sales) in
fiscal year 2001. This decline is due to the decline in sales. Qur ratio of cost of sales to sales was relatively stable
compared to fiscal year 2001. The cost of sales amounted to € 12,977 million in fiscal year 2000. The increase in
our cost of sales in fiscal ycar 2001 over fiscal year 2000 was muinly attributable to the full integration of Power.

Our cost of sales consists primarily of labour, raw materials and components, transport and freight, and
production overheads, including depreciation. Cost of sales also includes provisions for risks and charges related
to contracts, such as warranty claims, contract losses and project penaltics. However, because of the diversity of
the cost structure of our various activities, we analyse the items that make up cost of sales only by business or by
contract and do not analyse these items at a consolidated level.

Our cost reduction efforts have been further reinforced by the Quality Focus programme, which aims to
reduce the cost of non-quality significantly over the long-term, through quality improvement in product dcs1gns
industrial processes and project management.

19

que_ 25 of 115”



Selling and administrative expenses

Selling expenses amounted to € 1,078 million (4.6% of sales) in fiscal year 2002 versus € 1,140 million
(4.6% of sales) in fiscal year 2001. Administrative expenses amounted to € 1,236 million (5.3% of sales) in fiscal
year 2002 versus € 1,202 million (4.9% of sales) in fiscal year 2001. Selling and administralive expenses were
slightly higher as a percentage of sales due to Power and T&D. In absolute terms, however, these expenses
decreased during fiscal year 2002.

Selling and administrative expenses amounted to a smaller percentage of sales in fiscal year 2001, as a result
of the continuous efforts to rationalise and optimise our comimercial and management organisation.

Selling expenses amounted to € 904 million (5.6% of sales) in fiscal year 2000 and administrative expenses
amounted to € 1,112 million (6.8% of sales).

Research and development

Rescarch and development expenses amounted (o € 575 million (2.5% of sales) in fiscal year 2002 versus
€ 629 million (2.6% of sales) in fiscal year 2001 and € 506 million (3.1% of sales) in fiscal year 2000. R&D
expenses were reduced in all Sectors except for Power as we focused our efforts on key areas. They include
cxpenses related to the research and development of basic technology. They exclude all rescarch and
developnient activities that are specific to one particular custonmer or to one particular application, which are
included in the cost of sales.

Research and development activities during fiscal year 2002 were focused on improving our existing
products range, notably heavy-duty gas turbines and clean coal technologies in Power, new generation control
systems in T&D and new rolling stock, traction units, and improved maintenance and information systems in
Transport.

Opcerating income and margin

Operating income is measured before restructuring costs, goodwill and other acquired intangible assets
amortisation expenses and other items, which include foreign exchange gains and losses, gains and losses on
sales of assets, pension costs and employee profit sharing and before tuxes, interest income and expensces.

The following tables set out our operating income and operating margin (operaling income as a percentage
of sales) by Sector for the periods indicated.

Year ended 31 March
2000 2001 2002

in € miition)

Opcrating Income:

PO T Lttt e e 117 448 ST2
T e e 233 235 203
< T O S 231 266 101
Marine .o 71 80 47
POWEr COnVETISION « Lttt e e e s n/a 40 23
COntEACIIG oot e e e e 91 123 30
OIS D L, F (14)  ¢@n (@35
Total ALSTOM .. 729 L1531 941

(1) Fiscal year 2000 includes income of € 21 million recorded by our fornier Industry Sector, The figures for fiscal years 2001 and 2002
represent operating results due (o the verseas entines. the internal sales network and corporats costs.
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Year ended 31 March
20060 2001 2002

Operating Margin:

PO T .« it e 26% 3.7% 44%
T o oo 8.8% 84% 64%
TTANSPOTL L vttt e e 5.6% 6.0% 2.3%
Marine .. 54% 4.3% 3.8%
Power COnVersion ... ...t e e e nla 65% 3.5%
COMMTACHIIE v et vt ettt ottt n sttt e it e ettt 40% 4.9% 4.0%

ALSTOM average «oovvvveniiiieniieiiiieiieeinnniiisiniininesneninnene. 45% 4.7% 4.0%

Qperating income amounted to € 941 million in fiscal year 2002 versus € 1,151 million in fiscal year 2001, a
decrease of 18%. Operating margin decreased (o 4.0% from 4.7% in fiscal year 2001. The major impacts on
operating income and operating margin for the fiscal year 2002 were:

s Continued operating profit improvements in Power as costs savings and increased focus on higher
value activities led to higher operating income;

*  The significant decrease in T&D operating margin as a result of pricing pressure, despite an increase in
sales;

e The significant decrease in operating margin in Transport due to delivery issues on our UK regional
train contracts;

*  TLower sales volume and decrease in margin in Marine versus fiscal year 2001; and

*  Reduced operating income duz to the sale of the Contracting Sector.

Operating income amounted to € 1,151 million in fiscal year 2001 versus € 729 million in fiscal year 2000,
an increase of 58%. Operating margin rose 10 4.7% in fiscal year 2001 versus 4.5% in fiscal year 2000 with
improvements in all sectors except T&D and Marine.

Power

Operating income amounted to € 572 million in fiscul year 2002, versus € 448 million in fiscal ycar 2001,
The operating margin was 4.4% in fiscal year 2002, versus 3.7% in fiscal year 2001, Significant increases in
Customer Secrvice were due to higher margins and better volumes. To a lesser extent, sales and margins improved
in steam turbing components and in most of Steam Power Plant’s businesses. Industrial Gas Turbines operating
income improved due to development of the new cquipment sales and after-sales market. These improvements
were partly affset by the financial effects of delivery of GT 24/26 gas turhines and lower economies of scale in
Boiler & Environment. Hydro Power was aflected by the weakening of the Brazilian Real during the year.

Power’s operating income amounted to € 448 million in fiscal year 2001 versus € 117 million in fiscal year
2000. The increase was mainly due to the full integration of ABB ALSTOM Power.

T&D

Operating income amounted to € 203 million in fiscal year 2002 versus € 235 mitlion in fiscal year 2001.
The operating margin decreased to 6.4% in fiscal year 2002 from 8.4% in [iscal year 2001. The deercase in the
operating margin is mainly attributable to price decreases in recent years, triggered by the globalisation and the
deregulation of T&D) markets.

Operating income amounted to € 235 million in fiscal year 2001 versus € 233 million in fiscal year 2000.
The operating margin slightly decreased to 8.4% in fiscal year 2001 from 8.8% in fiscal year 2000.
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Transport

Transport’s operating income amounted to € 101 million in fiscal year 2002, a decrease of 62% over
€ 266 million in fiscal year 2001. The operating margin declined to 2.3% in fiscal year 2002 versus the 6.0%
margin in fiscal vear 2001. The major negative impact on operating income was from the UK train contracts
issues, as described above.

In fiscal year 2001, Transport’s operating income amounted to € 266 million, an increase of 15% over
€ 231 million in fiscal year 2000. The operating margin improved to 6.0% in fiscal year 2001 versus the 5.6%
margin recorded in fiscal year 2000. The delivery of certain contracts at higher margins and increased level of
activity in the higher margin Service and Signaling businesses contributed to the improvement.

Marine

Operating income amounted to € 47 million in fiscal year 2002 (representing 2 margin of 3.8%) against
€ 80 million in fiscal year 200 1(representing a margin of 4.3%). The drop is mainly due to a lower level of sales
(€ 1.2 billion versus € 1.8 billion). The € 110 million provision recorded in operating income for Renaissance
Cruises described above under “Operational Issues”, was fully offset by releases of provisions for risks on other
contracts where such risks did not materialise.

Operating income amounted to € 80 million in fiscal year 2001 (representing a margin of 4.3%) against
€ 71 million in fiscal year 2000 (representing a margin of 5.4%).

Power Conversion

Operating income was € 23 million in fiscal year 2002 versus € 40 million in fiscal year 2001. The decrease
in operating income versus our exceptionally high level of operating income in fiscal year 2001 was mainly due
to reduced parts and spares sales as a result of the world recession in industrial markets.

Operating income more than doubled to € 40 million in fiscal year 2001 versus € 18 million in fiscal year
2000 on a comparable basis. The rise in operating income was mainly due to successful management of specific
difficolt contracts, reducing our risk exposure. These improvements were partially offset by compelitive
pressures in the Process Industries and Ceneral Drives Businesses.

Contracting

Operating income amounted to € 30 million in fiscal year 2002 up to the sale of the business on
20 July 2001. Operating income amounted to € 123 million in fiscal year 2001 versus € 91 million in fiscal year
2000. The operating margin was 4.9% in fiscal year 2001 versus 4.0% in fiscal year 2000.

Other income (expense)

During fiscal year 2002 we incurred other cxpenses of € 477 million versus other expenses of € 256 million
during fiscal year 2001 and other income of € 72 million for fiscal year 2000. The significant increase in other
expenses was due to higher restructuring expenses and the provision for Marine vendor financing partly offset by
capital gains. Other income and expenses include the following elements: gain on disposal of fixed assets and
investments, restrucluring costs, pension costs, employee profit sharing, securitisation and other.

Cuapital Gains

In fiscal year 2002, we carned net capital gains of € | 18 million. These capital gains included € 106 million
before tax (€ 83 million after tax) for the sale of Contracting, and € 43 million before tax for the disposal of
GTRM. We incurred a € 42 million loss on the sale of parts of our waste-to-energy business.

We received no significant capital gain in fiscal year 2001 but recorded a significant gain in fiscal year 2000
from the sale of our Heavy Duty Gas Turbine business to GE.
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Restructuring

Restructuring costs for fiscal year 2002 were € 227 million versus € 81 million for fiscal year 2001 and
€ 442 million for fiscal year 2000. The increase in fiscal year 2002 versus fiscal year 2001 was mainly due to
continued company-wide cost rationalisation, especially product rationalisation, streamlining manufacturing and
optimising staffing levels in Power. We also increased our restructuring costs for cost reduction programnies in
T&D and Power Conversion. This increase was partly offset by lower restructuring costs in Transport.

Pensions

Pension expenses increased to € 139 million in fiscal year 2002 versus € 112 million in fiscal year 2001 and
costs of € 66 million during fiscal year 2000. The increasce in fiscal year 2002 was due to increased contributions
to multi-employer and detined contribution schemes, primarily in the US.

Securitisation costs and other

Expenses related to the asset-backed financing programumes amounted to € 87 million in fiscal year 2002,
versus € 90 million in fiscal year 2001.

Other expenses in this category in fiscal year 2002 included the additional provision of € 90 million for
Marine vendor financing.

Goodwill and other acquired intangible assets amortisation

Goodwill and other acquired intangible assets amortisation amounted to € 350 million in [iscal year 2002,
versus € 360 million in fiscul year 2001. In (iscal year 2000, goodwill amortisation was € 244 nullion. The slight
decrease from fiscal year 2001 to fiscal year 2002 was mainly due to the disposals of Contracting and GTRM.
The increase from fiscal year 2000 to 2001 was mainly attributable to our acquisition of ABB’s 50% share in
ABB ALSTOM Power, including the finalisation of the purchase price allocation as described in Note 6 to the
Consolidated Financial Statements for fiscal year 2002, as well us to our acquisition of 51% of Fiat Ferroviana.

Financial income {expense)
Our net financial expenses in fiscal year 2002 were € 207 million versus € 116 million in fiscal year 2001

and € 62 million in fiscal year 2000.

The major impact on financial expenses for fiscal year 2002 was mainly the higher net interest expense due
to the higher level of net debt as well as the increase in other financial items, which consisted principally of fees
paid on bonds, guarantees and credit lines.

Income tax

Income tax expenses for fiscal year 2002 were € 10 million at an effective rate of 4%. Such expenses were
€ 174 million in fiscal year 2001, and € 119 million in fiscal year 2000. The low expense in fiscal year 2002 is
due to a current income tax expense of € 97 million (lower than in previous years due to decreased operating
income), which was significantly offset by deferred tax income of € 87 million.

In fiscal year 2001, our effective tax rate was 22%. This low level was due (o the recognition of deferred tax
assets mainly in France, Germany, Spain, Brazil and the US.

Share in income (loss) of equily investments

Our share in income of equity investments was € 1 million in {iscal year 2002 versus a € 4 million loss in
fiscal year 2001. In fiscal year 2000, our share in income of equity investment amounted to a negative
€ 13 million.
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Dividends on redeemable preference shares

A wholly owned indirect ALSTOM subsidiary issued redeemable preference shares with a face value of
€ 205 million at the end of fiscal year 2001. The first dividend of € 14 million on these shares was paid in fiscal
year 2002.

Minority interests

Minority interests decreased from € 37 million in fiscal year 2001 to € 23 million in fiscal year 2002 due to
the disposal of GTRM.

Net income (loss)

Net loss in fiscal year 2002 amounted to € 139 million versus net income ol € 204 million in fiscal year
2001 and € 349 million in fiscal year 2000.

BALANCE SHEET
Goodwill and other acquired intangible asscis

Goodwill and other acquired intangible assets at 31 March 2002 was € 3,782 million versus € 6,498 million
at 31 March 2001. Power accounted for € 4,694 million of goodwill and other acquired intangibles at
31 March 2002. Total annual amortisation of goodwill and other acquired intangibles (€ 350 million) and the
disposal of Contracting (€ 681 million) are the main reasons for the reduction of goodwill at 31 March 2002. This
was partly offset by an increase in goodwill related to a decrease in our valuation of the net assets (€ 198 million}
in Power, acquired from ABRB, following final determination of the purchase price allocation made in connection
with the acquisitions. See Note 6 to the Consolidated Financial Statements for {iscal year 2002.

Working capital

Working capital requirements (defined as inventorics and contracts in progress, trade receivables and other
accounts receivable, less provisions for risks and charges, customers’ deposits and advances. trade payables and
other accrued contract costs, other payables and accrued expenses) amounted to € (6,280) million at
31 Muarch 2002 versus € (6.555) million at 31 March 2001, and € (4,031) million at 31 March 2000.

The variation in fiscal year 2002 is duc to the sale of our former Contracting Sector and to the continuous
optimusation of asset management throughout the Company as discussed further under “Liquidity and capital
resources — Net cash provided by operating activities.”

Working capital requirements increased significantly in fiscal year 2001 nmuinly because of (he full
consolidation of Power Sector.
Pension liability

Accrued pension and retirement benefits liability has decreased to € 994 million at 31 March 2002, versus
€ 1,058 at 31 March 2001.
Sharcholders® equity

AL 31 March 2002 sharcholders’ cquity amounted to € 1,752 million, or € 1,844 million including minority
interests, versus € 2,000 million, at 31 March 2001, or € 2,193 niillion including minority interests. The decrease

was due to the net loss for fiscal year 2002, the payment of dividends for fiscal year 2001 and the negative
impact of the cumulative translation adjustments.
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Financial debt
We define net financial debt as finuncial debt minus shorl-lerm investments, cash and cash equivalents, The
table below provides a breakdown of financial debt.

At 31 March
2000 2001 2002
(in € million)

Bonds and notes issued . ..o e 651 1,200 1,200
Bankdebtand other ... ... o e 1466 1,680 2,434
Commercial PAPET ...ttt e 622 1,611 455
Bank Overdralts ... 821 162 211

TOIAL o e e e e 3,560 4,653 4,300
Total cash, cash equivalents and short-term investments ........... ... o, 2421 3,020 2,236
Netfinancial debt .. .. .o 1,139 1,633 2.064

Net financial debt at 31 March 2002 was € 2,064 million versus € 1,633 million at 31 March 2001 and
€ 1,139 million at 31 March 2000. The increase for fiscal year 2002 was duc mainly to an increase in our bank
debt due to net cash outfllow from operations as described below. The large reduction in our commercial paper
outstanding at 31 March 2002 compared with 31 March 2001 was due mainly to a general decline in liquidity in
the commercial paper market, resulting in increased bank debt.

LIQUIDITY AND CAPITAL RESOURCES
Consolidated stutements of cash flows
The following table sets out selected data concerning the movements in cash flows for the periods shown.
Y'ar ended 31 March

2000 2001 2002

(in € million)

Net cash provided by operating activitios . ... oovv i 439 592 (418)
Net cash provided by (used in) Investing aclvitics ........ ... (1.259) (1,590 124
Net cash provided by (used in) financing activities ..................... ... ...... (111y 370 (136)

Net (increase) decrease innetdebt .. .. .. L (908)  (494) 431

Cash flows fromn operating activities

Net cash provided by operating aclivitics for fiscal year 2002 was affected by the net loss for the vear and

by a net outflow from changes in working capital of € 623 million. to produce a net outflow of € 418 million.

The principal movements in working capital were due to:

*  Decreases in customer deposits and advances of € 1,255 million due principally to Power., and to a
much lesser extent, Transport. This movement was offset by improvements in inventories and accounts
receivable, through better management. These flows are reported after netting of customer advances
and deposits with reccivables and inventories. Large contracls obtained prior to fiscal year 2002
provided substantial up front payments to Power on three such contracts and to Transport on one
contract. Such circumstances created non-recurring favourable effects at the start of the contracts but
resulted in future cash consumption as the contracts were undertaken and working capital was funded:

*  Decreases in contract-related provisions of € 948 million duc to the application of provisions,
particularly relating to penalties and claims. These decreases mainly concerned Power (gas and steam
businesses), Transport and Marine; and

*  The application of € 123 million of restructuring provisions, principally in Power.
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Such outflows in working capital were only partly compensated for by positive changes resulting from:

* A decrease in trade and other receivables of € 668 million, especially in Power, offset partially in
Transport and T&D. This includes an increase of € 142 million in the sale of trade receivables (see
Note 11 of the Consolidated Financial Statements for fiscal year 2002),

*  Anincrease in trade and other payables, accrued contract costs and accrued expenses, of € 631 million,
mainly in Power, but also for T&D;

¢ Increase in securitisation of future receivables of € 161 million, essentially in Transport; and

*  Reduction in inventorics, of € 54 million mainly in Transport and T&D, offsct partially by one UK
train contract and other Sectors.

Cash flows from investing activities

Net cash generated from investing activities was € 124 million in fiscul year 2002. The net cash inflow was
due to € 772 million from sale of investments, principally Contracting (€ 689 million) and GTRM (€ 66 million)
and € 119 million from disposals of plant and equipment. Capital expenditure was € 550 million. Our capital
expenditure relates principally to acquisitions of machinery, equipment, tools and fixtures for maintaining our
manufacturing base. Power had € 286 million in capital expenditure in fiscal year 2002, T&D € 61 million,
Transport € 105 million, Marine € 24 million, Power Conversion € 12 million, and Corporate and other
€ 62 million. The changes in property, plant and equipment are shown in greater detail in Note 7 to the
Consolidated Financial Statements for fiscal year 2002. Cash expenditures for acquisition of investments, net of
net cash acquired, was € 113 million and cash outflow from increases in fixed assets was € 104 million.

We spent € 1,595 million in investing activities in fiscal year 2001, and € 1.273 million in fiscal year 2000,
due principally to the acquisitions described above under “Changes in business composition™.

Cash flows from financing activities

Net cash used in financing activities for fiscal year 2002 was € 136 million due to dividends paid. including
dividends paid to minority interests of € 18 nillion.

In fiscal year 2001, the € 370 million generated from financing activities included issuance of undated
subordinated notes for a total amount of € 250 million and redeemable preference. shares for an amount of
€ 205 million decreased by the dividend payment of € 118 million. In fiscal year 2000, net cash used in
financing activitics was € 111 million.

Change in Net Debt

As aresult, the net debt increased by €431 million in fiscal year 2002, € 494 million in fiscal year 2001 and

€ 908 million in fiscal year 2000.

Maturity and liquidity profile

Less
T'otal Amounts than 1 12 2.3 4-3 S+
line drawn year years years years years

(in € million)

AL 31 March 2002

Bonds ..ovvii 1,200 1,200 550 650
Commercial paper ....................... 455 455 455

Bank debt & Overdrafts ........... .. e 4305 2,645 2,050 1230 805 200
Totals .. ... 5,960 4300 2505 550 1,250 L4555 200
Cashat 31 March 2002 ........... ... ... (2,236)

NetDebt ... .. o 2,064

(1) The rotal authorised commercial paper programme is € 2,500 million, however availability is subject to market conditions,

(2) Tncludes € 812 million of various credit lines to Sector businesses.
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At 31 March 2002 we had total gross outstanding debt of € 4,300 million including bonds of € 550 million
maturing February 2004 and € 650 million maturing July 2006. Commercial paper (French billets de trésorerie)
accounted for € 455 million. We have adequate alternative unused bank [acilities should the commercial paper
market weaken. Net debt was € 2,064 million after netting € 2,236 million of available cash and cash equivalents
and short term investments.

Available committed bank lines at 31 March 2002 amounted to € 1,660 million. This includes € 850 million
of supplemental back-up lines we arranged during the last quarter of fiscal year 2002, which expire at
31 March 2003. This amount of available committed lines may fluctuate significantly during the course of the
year depending on our cash needs.

Those facilities maturing before 31 March 2003 total approximately € 1.238 million of corporate facilities,
including the supplemental back-up lines but excluding credit lines to Sector businesses, which comprise a large
number of relatively small overdraft and similar facilitics for day to day operations. We intend o cover maturing
facilities via one or more of:

*  Proceeds from disposals and real estate sales under the Restore Value programme;
*  Proceeds from the planned capital increase;
¢ Drawing upon unutilised availability in other facilities; and

* Cash generation from operations.

We describe above the impact of the Restore Value plan on liquidity, which is designed to generate one-ofl
short-term cash inflow of approximately € 2.1 billion by 31 March 2003 and 1o produce net additional operating
cash of approximately € 1.3 billion by 31 March 2005, Our ability to meet these objectives is subject to risk,
including those described in “Risk Factors”.

Redeemable prelerence shares

The terms of the € 205 million redeemable preference shares provide that a mandatory redemption in full is
made at the fifth anniversary date, being 30 March 2006, upon the occurrence of the issue of any equity or equity
linked securities (whether shares, bonds, options, warrants or rights to subscribe for, exchange or convert into
any shares) to any person or entity where the proceeds of any such issue(s) either individually or in aggregate is
cqual to or exceeds the principal amount outstanding. Such redemption would most likely be triggered by the
proposed increasc in capital referred to under “Operating and Financial Review and Prospectus—Restore Value.”

Customer deposits and advances

On average we estimate that 40% of our contracts relate to “long-Term Projects”, defined as those projects
which are completed over more than one year, 25% relate to products or individual items of cquipment typically
supplied within one year, and the remaining 35% is split between long-term service agreements (15%) and short-
term contracts such as the supply of spares and service and overhauls of equipment. Our long-term projects are
principally in Power, Transport and Marine.

Customer deposits and advances include the preliminary advances by customers as well as customers’
progress payments during the construction of the project as contractually agreed. Taking customer advances
serves 1o protect our interests by improving our control over adverse outcomes. In the cuse of contract
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cancellation by the customer, such advances and deposits are gencrally used to cover our expenses and any
penalties we may be due. Proceeds from the securitisation of future receivables are recorded initially as cash on
the assets side of our balance sheel and as customer deposits and advances on the liabilities side.

We record customer deposits and advances on our balance sheet upon receipt as gross custoner deposits and
advances. The gross amounts were € 15,895 million, € 14,344 million and € 9,397 million for fiscal years 2002,
2001 and 2000, respectively. Al the balance sheet date. we apply these deposits first to reduce any related gross
accounts receivable and then to reduce any inventories and contracts in progress relating to the project for which
we received the deposit or advance. Any remaining deposit or advance is recorded as “Customer deposits and
advances” on our balance sheet as described in Note 2 (p) of the Consolidated Financial Statements for fiscal
year 2002. As of 31 March 2002, our net customer deposits and advances, including sceuritisation of future
receivables, were € 5,956 million, compared with € 7,783 million as of 31 March 2001.

Long-lerm projects experience a disbursement of expenses over the life of the project which can take two to
five years to complete, depending upon the nature of the contract. Major transport projects tend towards the
longer end of the range. The cash disbursement patiern for a project usually starts slowly through the design and
mobilisation stages, then accelerates through project construction tailing off at the end of the project during the
installation and comumissioning stages. Such disbursement pattern is ofien referred to as the “spend-curve”™ or “S-
Curve”. When pricing our projects and negotiating the payment terms we carefully analyse both the spend-curve
and also the liability curve. This liability curve is only purtially represented by cash and records the forward
commitments we need to make on long-lead supply items that require our suppliers to enter into forward
commitments themselves.

Obtaining customer deposits and advances assists us in managing the following risks:

* Risk of negative cash flows for us in performing the contract:

¢ Risk of payment default due to client credit risk, which is mitigated via larger down payments and
progress payments: and

*  Foreign exchange risks.

Sccuritisation

The net amount of future receivables we had sold under our securitisation programme amounted to
€ 1,735 million at 31 March 2002, € 1,578 million at 31 March 2001 and € 1,167 million at 31 March 2000. The
securitisation of {uture reccivables applics to our Marine and Transport Scctors.

Marine

Our shipbuilding business typically operates on terms of trade that produce initial payments to us, which for
cruise-ships represent around 15% in aggregate of the total contract value, followed by a final balancing payment
on delivery. This creates a funding need once the initial payments have been consumed in work in progress,
which can happen at a relatively early stage. In order to finance working capital, we sell to third parties the tuture
receivables due from our customers. This action has the additional benefit of reducing the credit risk of the
custonier.

Such transactions provide for limited recourse to us in the event of customer default prior to the delivery of
the cruise-ships. The amount of the recourse covers a pre-agreed portion of the eventual losses of the investors

upon the resale of the cruise-ship in question, subject to pre-agreed caps. .

At 31 March 2002 the amount of future receivables securitised in our Marine sector was € 1,072 million.
Recourse against us for these future receivables was capped at € 348 million, comprising up to € 98 million in
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respect of a customer’s order for one cruise-ship, € 82 million in respect of a cruise-ship o a second customer
and up to € 168 million in respect of two cruise-ships sold to third customer. At 31 March 2001 the amount of
future receivables securitised amounted to € 1,061 million with recourse to us of € 357 million and
at 31 March 2000 the amount of € 486 million with recourse to us of up to € 168 million.

Transport

Payments from our customers are usually linked to milestones achieved under the contract or percentages
paid according to a pre-agreed payment schedule against evidenced performance of the contract. Nevertheless,
sales of future receivables assists in mitigating lower cash payiment profiles on some contracts. At 31 March 2002
we had € 675 million of future receivables securitised versus € 542 million at 31 March 2001 and € 567 million
at 31 March 2000. We have no recourse liability to the third party purchasers assuming that we perform our
contractual obligations in the ordinary course of business.

COMMITMENTS AND CONTINGENCIES
Guarantees related to contracts

There are contingent liabilities at 31 March 2002 in respect of bonds, guarantees and indemnitics entercd
into in the ordinary course of business. These bonds, guarantees and indemnitics relate primarily to Jong-term
contracts and are given to support our contractual relationships with our customers.

The amounts of guarantees given relating o contracts totalled € 11,535 million at 31 March 2002,
€ 14,156 mmillion at 31 March 2001 and € 7,291 million at 31 March 2000, the increase between 31 March 2001
and 31 March 2000 being largely due to our aquisition of ABB’s remaining interest in ABB ALSTOM Power,

The process of undertaking the contract naturally results in us kecping in close regular contact with our
customers. Where circumstances arise that result in the threat of calling a bond, then we seek to negotiate
acceptable alternative arrangements. Bonds are typically called only where there is no other remedy acceptable 1o
our customer. Our experience to date has been that bonds are very rarely called. In general we establish
provisions to cover any anticipated loss arising from our contractual obligations.

Bid bonds are given at tender or bid submission stage and are usually released once the equipment or
services supply contracts become effective. 1f the tender does not succeed the bonds are cancelled. Performance
bonds related to our contructual obligations arc usually not for the full amount of the maximum theoretical
contractual liability but the precise amounts are subject to individual negotiation. Performance bonds would
usually be released upon delivery of the supplied equipment into service following successful completion of
conunissioning of the equipment to pre-agreed standards as measured by pre-agreed performance tests, which
could include a trial running period.

Warranty bonds are given to cover risks for the customer following acceptance of the equipment by the
customer. Retention bonds are similar in nature and affect to payments due at completion of a contract and arc
released at the end of the contract.

Vendor financing
We provide certain financial assistance to institutions that finance some of our customers and also, in some

cases, directly to our customers for their purchases of our products. We refer to this financial assistance as

“vendor financing”. Vendor financing totalled € 1,493 million at 31 March 2002 versus € 1,404 million
at 31 March 2001. '

We have decided that we will not make commitments to provide additional vendor financing guarantees to
our customers.
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The table below provides a breakdown of our vendor financing by Sector at 31 March 2002.

Year ended 31 March

2001

2002

(in € nmillion)

Vendor financing:

POWET . o e e e e e 31 29
TIANSPOIL « oottt 341 416
T D oo e 4 4
MaTINE © ottt e e e e e 1,028 1,044
of which
Renaissance CrliseS o o i it ittt e e 605 432
LT84 TC) OO 423 612
Totals . . e 1,404 1.493

(1) This amount includes € 193 miltion of linited recourse notes which are in Other Fixed Assets (sce Note 8 o the Consolidated Financial

Statementx for fiscal yew 2002).

Marine

The situation relating to Renaissance Cruises and other Marine vendor financing has already been addressed
above under “Operational Issues”. The table above docs not include the € 42 million vendor financing provided
after 31 March 2002 for a ship delivered in April. There are no other vendor financing arrangements or

commitments relating to cruise-ships in the order book.

Transport

Transport has entered into certain vendor {inancing arrangements to support a small proportion of their
sales. Such arrangements are tailored to the specific requirements of each transaction. In every case, the potential

exposure is capped as {o time and as to amount, as shown in the table above.

In 1995 Transport sold and leased hack 103 trains and related equipment to two leasing entities under
a 30-vear lcase agreement. Sueh trains arc made available to London Underground in the UK for use on its
Northern Line under a contact entered into in 1995, known as the Usage Contract. The Usage Contract has an

initial term of 20 years. and ¢an be extended for an additional 10 years ut London Underground’s option.

The temus of the Usage Contract required us to arrange finance for and to make available the trains and
reluted equipinent for delivery into service. All the trains had been delivered by 31 August 1999, We ulso
maintain the trains and receive, from London Underground, payments which cover all the costs of supplying and
maintaining the trains. These payments can vary depending upon performance including both bonuses and
deductions for performance above or below the preseribed levels. Such performance is substantially dependent
upon making the trains available for use to London Underground. We are cuwrrently substantdally above the

minimum performance levels.

The lease arrangements require us to perform the Usage Contract and also (o guarantee the residual value of
the trains and rclated equipment at September 2017 in circumstances where London Underground does not

exercise its option to extend the Usage Contract beyond the initial period.

The net amount of the Residual Value Guarantee is € 289 million at September 2017. Under the terms of the

leasing arrangements the lenders take the risk of London Underground default without recourse to us.

CRITICAL ACCOUNTING POLICIES

The preparation of our consolidated financial statements requires us to make estimates and judgements that
affect the reported amounts of assets, liabilitics, revenues and expenses, and related disclosure of commitments
and contingencies, including financing arrangements. On a regular, ongoing basis, we evaluate our estimates,
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including those relating to projects, products, parts and other after-market operations, and included in accrued
contract costs, provisions for risks and charges, bad debts, inventories, investments, intangible assets, including
goodwill and other acquired intangibles, taxation including deferred tax assets and liabilitics, warranty
obligations, restructuring, long-term service contracts, pensions and other post retirement benefits, cornmitments,
contingencies and litigation. Estimates are based on historical experience and on various other assumptions that
are believed to be reasonable under the circumstances, the results of which form the basis for making judgements
about the carrying value of assets and liabilitics. Actual results may differ from those estimates under ditferent
circumstances, assuinptions or conditions.

Accounting policies important to an understanding of the financial statcments include business
combinations, consolidation methods, goodwill, other acquired intangible assets and restructuring that may be
subject to the application of differing accounting principles. We believe the following critical accounting policies
are most affected by our judgements and estimates in preparing our consolidated financial statements.

Revenue recognition

We recognise revenue and profit as work in progress progresses on long-term, fixed-price contracts using
the percentage of completion method, based on contract milestenes which relies on estimates of total expected
contract revenue and cost. We follow this method because we believe we can make reasonably dependable
estimates of the revenuve and costs applicable to various defined stages, or milestones, of a contract. Recognised
revenues and profit taken are subject to revisions as the contract progresses to completion. Revisions to profit
cstimates are charged to income in the period in which the facts that give rise o the revision beconme known.
When we book revenue, we also book certain contract costs (including direct materials and labour costs and
indirect costs related to the contract) so that the contract margin, on a cumulative basis, equals the total contract
gross margin determined during the latest project review. Selling and administrative expenses are charged to
expenses as incurred. I a project review indicates a negative gross muargin, we recognise the entire expected loss
on the contract when we identify the negative gross margin. Estimates of future costs reflect our current best
cstimate of the probable outflow of financial resources that will be required to settle contractual obligations.
These estimates are assessed on a contract by contract basis.

We provide for the estimated cost of product warranties at the time revenue is recognised. Qur warranty
obligations are affected by product failure rates, material usage and service delivery costs incurred in correcting
any failures. Should actual failure rates, material usage or service delivery cost of the products ditfer from
current estimates, revisions to the estimated warranty liability would be required. The introduction of
technologically advanced products exposes us o risk of product failure significantly beyond the terms of
standard contractual warranties applying (o suppliers of equipmnent only. Should adverse changes to product
failure rates occur, additional cost to complete may be required and result in actual financial consequences
different from our estimates.

Inventories

We write down our inventories for estimated obsolescence or unmarketability in an amount equal to the
difference between the cost of the inventory and the estimated market value based on assumptions about future
demand and market conditions. If actual market conditions are less favourable than those we project, additional
inventory write-downs may be required.

Doubtful accounts

We maintain allowances for doubtful accounts for estimated losses resulting from the inability of our
custoniers to make required payments. If the financial conditions of our customers were to deteriorate, resulting
in an impairment of their ability to make payments, additional allowances could be required. ’
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Impairment of fixed assets and valuation of deferred tax assets

We review our fixed asscts, both tangible and intangible, on an annual basis and record an impairment
charge when we believe an asset has experienced a decline in value that is other than temporary. Future adverse
changes in market conditions or poor operating results from underlying assets could result in losses or an
inability to recover the carrying valuc of the assets that may not be reflected in the current carrying value. This
could require us to record an impairment charge in the future.

We record a valuation allowance to reduce our deferred tax assets to the amount that is more likely than not
to be realised. We take into account future taxable income and ongoing prudent and feasible tax planning
strategies in assessing the need for the valvation allowance. If we were to determine that we would be able to
realise our deferred tax assets in the future in excess of our net recorded amount, we would make an adjustment
to the deferred tax asset, which would increase income in the period that such determination was made. Likewise,
should we determine that we would not be able to realise all or part of our net deferred tux assets in the future, an
adjustment to the deferred tax asset would be charged to income in the period such determination was made.

Pension benefits

We sponsor pension and other retirement plans in various forms covering substantially all employees who
meet eligibility requirements. Several statistical and other factors that attempt to anticipate future events are used
in calculating the expense and liability related to the plans. These factors include assumptions about the discount
rate, expected return on plan assets and rate of future compensation increascs as determined by us, within certain
guidelines.

In addition, our actuarial consultants also use subjective factors such as withdrawal and mortality rates o
estimate these factors. The actuarial assumptions we use may differ materially from acrual results due to
changing market and economic conditions, higher or Jower withdrawal rates or longer or shorter life spans of
participants. These differences could result in a significant change to the amount of pension expense recorded.

Other significant accounting policies

Other significant accounting policies are important (o an understanding of the finuancial statements. Policies
related to purchase accounting, consolidation policies, provisions and financial debt require difficult judgements
on complex matters that arc often subject to multiple sources of authoritative guidance.

SIGNIFICANT DIFFERENCES BETWEEN ACCOUNTING PRINCIPLES GENERALLY ACCEPTED
IN FRANCE AND IN THE US

As a foreign registrant on the New York Stock Exchange. we prepare a reconciling table of net income and
shareholders” equity from French GAAP to US GAAP for inclusion in our Annual Report on Form 20-F [iled
with the Securities and Exchange Commission (SEC).

US GAAP financial statements are not available at the titme we file our Annual Report with the Commission
des opérations de bourse (COB). The main differences related to net income, liabilities and shareholders’ equity
arc as follows:

Accounting for restructuring costs — The conditions under which a liability can be recorded are different
than those (hat prevail under French GAAP. We record a liability related to a restructuring plan whenever the
plan is finalized, approved by management and announced before the closing of the financial statements. In US
GAAP, exit costs are accrued as a liability when an announcement is made to employees prior to the closing date.
In addition, some costs that are recorded as restructuring costs under French GAAP are classified under cost of
goods sold in US GAAP (inventories write off which result from restructuring plans).
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Valuation and accounting of financial instruments—Under French GAAP, profit and losses on [inancial
instruments considered as hedges of our interest rate and forward exchange rate risks are recorded in the same
period as the hedged item. The US standard SFAS 133, which is applicable to us from 1 April 2001, requires that
all derivatives are recorded at their fair values in the balance sheet. The change in [air value of these derivatives
is recorded in the income statement. If, under certain criteria, the derivative is qualified as a hedge, the effect in
the income statement resulted from the change in fair values is compensated by the income or loss generated by
the change of the value of the underlying item.

Business combination — The allocation of purchase price to assets and liabilities acquired or assumed
following an acquisition can be revised under French GAAP until the end of the fiscal year following the fiscal
year of an acquisition, whereas, according to US GAAP, such revision can only be made until the end of the
fiscal year in which the acquisition occurred. This differcnce in principles may result in material differcnces
between goodwill recorded under each set of norms.

Stock compensation — Under US GAAP, employee compensation may have to be recorded in the income
statement following the issvance of employee stock-based instruments.

Financial debt — Certain items which are not necessarily recorded as financial debt under French GAAP,
such as capital Jeases or sccuritisations of future receivables, arc recorded as financial debt under US GAAP.
Financial debt is also increased under US GAAP with the consolidation of special purposc entitics which are not
consolidated under French GAAP and with the US treatment of the remaining 49% acquisition of Fiat Ferroviaria
as a financial deblt for € 146 million in addition to the items referred to above.

T addition to the matters described above that impact net income, liabilities and shareholders™ equity, there
are other differences in accounting principles between French GAAP and US GAAP that may materially affect
the presentation of the balance sheet and income statement.

We expect to file our Annual Report on Form 20-F for the fiscal year ended 31 March 2002 with the SEC
during May 2002. An clecironic version of our Annual Report on Form 20-IF will be available on our internet site
at www finance.alstom.com.

IMPACT OF EXCHANGE RATE AND INTEREST RATE FLUCTUATIONS

Our policy is to use derivatives, such as forward foreign exchange contracts in order (o hedge exchange rate
fluctuations and, to a much lesser extent, interest rate fluctuations. Qur policy does not permit any speculative
market position.

Ixchange rate risks

In the course of our operations, we arc exposed 1o currency risk arising from tenders for business remitted in
foreign currency, and from awarded contracts or “firm commitments”™ under which revenues are denominated in
foreign currency. The principal currencies to which we had significant exposure in fiscal year 2002 were US
dollars, Pounds sterling and Swiss francs. We hedge risks related to firm commitments and wenders as follows:

* By using forward contracts for firm commitments;

* By using foreign exchange derivatives instruments, for tenders, usually pursuant to strategies involving
combinations of purchased and writlen options: or

By entering into specific insurance policies, such as with Coface in France or Hermes in Germany.

The purpose of these hedging activities is to protect us against any adverse currency movements which may
affect contract revenues should the tender be successful, and to minimise the cost of having to unwind the
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strategy in the event of an unsuccessful tender. The decision whether o hedge tender volumes is based on the
probability of the transaction being awarded to us, expected payment terms and our assessment of market
conditions. Under our policy, only senior management may make such decisions. See Notes 2(g) and 27 to the
Consolidated Financial Statements for fiscal ycar 2002,

When a tender results in the award of a contract, we hedge the resulting net cash flows mainly in the
forward markets or, in some exceptional cases, keep them covered under insurance policies. Due to the long-term
nature of our business, the average duration of these forward contracts is approximately 12-14 months.

We do not hedge our net assets invested in foreign operations. We monitor our market positions closely and
regularly analyse market valuations. We also have in place counter-party risk management guidelines. In
addition, all derivative transactions other than forward exchange contracts, which our Sectors are independently
authorised to execute, are designed and executed by our central corporate treasury department.

Interest rate risks

Currently, we do not have a dynamic interest rute risk management policy. However, we may cnter into
transactions in order to cover our interest rate risk on a case-by-case basis according to market opportunities
under the supervision of the executive committee. The bond issue, nominal value of € 650 million, was initially
swapped up to € 600 million from [ixed to floating rates. € 280 million were returned to a fixed rale exposure and
€ 320 million remain swapped at Magrch 31, 2002. Some other long-term financial debts are also swapped for a
notional amount of € 153 million as at 31 March 2002.

We have implemented a centralised treasury policy in order to make better use by pooling of our available
cash, thereby reducing the amount of external debt required and permitting us to obtain better terms under our
various {inancing arrangements.
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VALUE OF FINANCIAL INSTRUMENTS

These tables set forth the nominal value and the fair value of our financial instruments (including insurance
contracts).

Nominal value

A1 31 March 2002
Maturing in year ending 31 March

>3
Total 2003 2004 2005 2006 2007 years

(in € million)
Balance sheet itemns:

Assets:

Loans to cost basis investees ................. 2513 8.5 242.8
Long-termdeposits ........................ 527.1 964 672 72.4 2911
Other financial assets ... oo oo, 78.6 309 47.7
Short-term investments  ..........covivan... 3314 135.1 1643 320
Highly liquid investments ............ ... ... 4910 4910

Liabilitics:

Long-termdebt ............. ... ... ... ... 2,762.9 611.6 1,1583.7 36 787.5 2063

Off balance sheet iteins:
Interest rate instruments
Interest rate swaps: pay fixed®

USdollars ... 69.0 6.7 62.3
IndianRupee . ... ... . oo 4.0 4.0
Interest rate swaps: receive fixed(®

BUFO Lo 398.9 125 332 3532

USdollars ... 73.8 7.1 157 9.8 16.1 10.9 47
Cap oo 1.8 1.8

Foreign exchange instruments:
Currency swaps — currency purchased

USdollars ... .. ... ... .. .. 623.7 G191 4.6
Swiss Francs .o . 479.9 4709 5.9 31
Poundsterling ............ ... . oL 178.0 1623 157
SwedishKrona ......................... 544 54.4
Japanese Yen ... 51.8 51.8
Other currencies ........... e 192.9 191.5 1.4

Currency swaps — currency sold
USdollars ..... ... .. ... ... .. ... ..., 3,301.0 29849 190.4 186.4 216 6.0 1.7
SwissFrancs ....... ... ... ... ... 1,945.7 1.6496 1463 1474 24
Poundsterling ........... ... ... .. ... 1,0702 11,0325 377
Singaporedollars . ....... ... ... L o .. 187.8 52.9 34 819 436
Canadiandollars ........................ 128.9 127.9 1.0
SwedishKrona ......................... 1183 118.3
Japaneseyen ... o 110.1 98.7 107 0.7
Other curTencies .. ... vvninnnnnnen.n. 190.9 1786 123

(1) Average fixed rute 11.92%.

(2) Average fixed rate 5.30¢%.
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At 31 March 2002

Maturing in year ending 31 March

‘Total 2003 2004 2005
(in € million)
Foreign exchange contracts purchased
SwissFrancs ..ot i 356.1 3451 2.7 83
USdollars ... 2377 2012 317 4.3
PolishZloty ..., 124.6 947 293 06
Poundsterling ...t 95.6 725 196 2.5
SwedishKrona ..................... . ..... 81.9 81.4 0.5
Other currencies . ..., 74.6 606 10.7 3.1
Foreign exchange contracts — sold
USdollars .. ..ot 3,026 1,9208 511.6 357.0
Swiss Francs ... i e 1.2364 790.5 1523 2577
Poundsterling ........ ... . i 3474 288.0 252 341
Japanese Yen ....... . ..ol 90.0 382 299 126
Malaysian Rupee .......... .o il 68.6 68.6
United Arab Emirates Dinar ... 0. 62.2 59.6 2.6
Canadiandollars ......... .. ... .. ... ... .. 60.% 47.1 125 1.2
Danish Krona ......... ... ... ..., 25.1 18.3 32 3.6
Othereorrencies ..o 2534 2123 339 7.0
Insurance contracts — contracts purchased
USdollars . ... ..o 04 04
Insurance contracts — contracts sold
USdollars ..o 198.9 1679 206 3.7
Japanese Yen ... ... . i oL 22.5 10.7 99 R
Othercmrrencies . ..o 5.5 5.5
Currency options — purchased
Call
BUro . .o 311.2 311.2
USdollars . ... 78.6 78.6
Poundsterling ... ... oo i 48,1 481
Put
EUro . .o 2683 2683
USdollars ..ot 129.7 129.7
Poundsterling ..... ... .. i 17.8 17.8
Currency options — sales
Call
Euro .. ..o 25.9 259
USdoHars ..o, 6.9 6.9
Poundsterling ........... ... ...l 1129 1129
Put
Earo ..o 3388 3388
USdollarss . ... ..o 134 124
Japanese Yen ........... ... . ol 0.6 0.6
Poundsterling ....... ... ... ... ... ... ... 48.1 48.1
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Fair value

Balance sheet itemns:
Assets:

Loans to cost basis investees ... ..
Long-term deposits .............
Other financial assets ............
Short-term investments ..........
Highly liquid investments ........

Liabilities:

Long-termdebt ................

Off balance sheet items:
Interest rate instruments
Interest rate swaps: pay fixed

USdollars ..................

Interest rate swaps: receive fixed

Buro ... ..o
USdollars ... ..............
Cap oo

Foreign exchange instruments:

Currency swaps — currency purchased
USdollars ..................
Swiss Franes ................
Pound sterling ...............
Swedish Krona ... . ...,
Other currencies ..............

Currency swaps — currency sold

USdollars ..................
SwissFrancs ................
Pound sterling . ..............
Singaporedollars .......... ...
Canadiandollars .............
SwedishKrona ..............
Japaneseyen ......... ... ...
Othercurrencies ..............

Maturing in year ending 31 March

At 31 March 2602

 Page Ut o 175

Totwl 2003 2004 2005 2006 2007
(in€ - T
million)

............... 251.3

............... 4990 964 672 79.3

............... 786 309

............... 332.8 1365 1643

............... 491.0 4910

............... 2.675.7 5959 1153.6 36 716.1

............... 6.0) (0.3)

0.9

............... 10.9 11.8

............... ©7) (.7

............... 8.4 2 0.2

............... 0.7 0.6 0.1

............... 2.9 2.3 0.6

............... 0.8 0.8

............... 3.0 30 0.6

............... (73.4) (60.3) (10.3) (2.3) (0.3) (0.2)

S 2.0) 0.5 (0.8) (1.7

............... 2.0 2.0

............... 2.7 (1.6) (1.1)

............... 33 G331

............... .y (LY

............... 138 1Ll 2.

............... 29) 2 0.7
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Foreign exchange contracts purchased
Swiss Francs
US dollars
Polish Zloty
Pound sterling
Swedish Krona

Othercurrencies . ... ..o,

Foreign exchange contracts — sold
US dollars
Swiss Francs
Pound sterling
Japanese Yen
Canadian dollars

Insurance contracts — contracts purchased
US dollars
Insurance contracts — contracts sold
US dollars
Japanese Yen
Currency options — purchased
Call
Euro

Put
Euro
US dollars

Currency options — sales

Call
Pound sterling

Put
Euro

Othercurrencies ... ...

At 31 March 2002
Maturing in year ending 31 March
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............ 1.5 1.0 0.5
............ 15.6 125 2.9 02
............ 139 100 39
............ 1.2 0.8 0.4
............ 1.9 1.9
............ 4.4 34 0.7 0.3
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............ 7.8 3.0 0.7 48 (0.7
............ (L.3) (1.0) (0.3)
............ 16.5 7.0 5.3 2.5 1.7
............ 1.7 1.1 0.6
............ (6.9) 4.5 (1.4 (1.0)
............ 0.1 (0.
............ 39 50 (06 (0.5
............ (1.5 (1.2) (0.3)
............ 0.7 07
............ 0.3 0.3
............ 53 3.3
............ 1.1 1.1
............ (1.5 (.5
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STATUTORY AUDITOR’S REPORT
Year ended 31 March 2002

To the Shareholders of
ALSTOM,

In compliance with the assignment entrusted to us at your Sharcholders” Annual General Mecling, we
hereby report to you, for the year ended 31 March 2002 on the audit of the accompanying consolidated financial

statements of ALSTOM reported in euro.

The consolidated financial statements have been approved by the Board of Directors. Our role is to express
an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the professional standards applicable in France. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated
financial statements are free of material misstatements. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statements presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements presented in accordance with the accounting principles
generally aceepted in France, give a truc and fair view of the Group’s financial position and of its asscts and
liabilities, and of the results of its operations for the year then ended.

We also performed the verification of the information given in the management report of the Board of
Directors in accordance with the professional standards applicable in France. We have no comment as to its [air
presentation and its conformity with the consolidated financial statements.

Neuilly-sur-Scine, 7 May 2002

The Statutory Auditors

Barbier Frinault & Autres Deloitte Touche Tohmatsu

Ernst & Young Network

Gilles Puissochet Alain Pons
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CONSOLIDATED INCOME STATEMENTS

Year ended 31 March
Note 2000 2001 2002

(in € million)

SALES . 16,228.6  24,549.7 23,4528

Costof SAlES oo vt e (12,976.8) (20,428.0) (19,621.9)
Selling eXPenses .. ...ovorieii it (904.0) (1,139.7) (1,078.2)
Rescarch and development expenses ..........oooieiia... (506.0) (628.7) (5754)
Administrative eXPenses .. ...ttt e (1,112.4) (1.201.9) (1,236.3)
OPERATINGINCOME ....... ... .. i 729.4 1,151.4 941.0

Other income (EXPenses), MEL . .. ...ttt (3) 724 (255.7) (476.9)
Goodwill and acquired intangible assets amortisation .............. (6) (244.0) {360.2) (350.3)
EARNINGS BEFORE INTEREST ANDTAX .............. ... 557.8 5355 113.8

Financial income (expensc), net ..o oo i (4) (62.3) (116.0) {207.5)
PRE-TAXINCOME(LOSS) .. ... o 4955 419.5 (93.7)
IO X L . e e (%) (118.7) (174.5) 9.7
Share in net income (Joss) of equity investments . ................. (12.7) (3.8) 0.8

Dividend on redeemable preference shares of a subsidiary ........ .. — — (13.9)
MiInority Interests .. .o e (15.0) (37.5; (22.9)
NETINCOME (LOSS) . .. oo e 349.1 203.7 (139.4)
Earnings per share in Euro

Basicanddiluted ... ... ... .. 1.6 0.9 (0.6)
Before goodwill and acquired assets amortisation — basic and diluted . . . 28 2.6 1.0

The accompanying Notes arc an integral part of these Consolidated Financial Statements.
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CONSOLIDATED BALANCE SHEETS

At 31 March
Note 2000 2001 2002

(in € niillion)

ASSETS

Goodwill, net ... e (6) 38104 53108 46124
Other acquired intangible assets,net . .......... ... ... ... (6) —  1,186.7 11,1696
Property, plant and equipment,net ................. ... ... (7 2,1626 277877 2,788.1
Investments in equity method investees and othier investrments ... ... .. 8 257.2 323.1 3010
Other fixed assets, et .. ... i i e (® 11,1045 1,3008 173263
Tangible and intangible fixed assets,net ... ... ... ... oL 7,3347 10,909.1 10,197.4
Deferred taxes ... ..ot e e (5) 1,090.8 1,842.8 2,144.0
Inventories and CONracts i progress, NCt. . ..ot e oo (10)  3,3272  6,049.7 55926
Trade receivables, net oo e e (1) 45454  7,0287 47300
Other accounts receivables, Del L oo e e (12)  1,9593 28161 3,304
O R] o o0 1 11 £ OO O 9,631.9 15894.5 13,626.7
Short term investmnents . ... ... ... (13) 174.5 4964 331.3
Cash and cash equivalents ... ... . . i (14) 22466 25236 1,9044
Short term investinents and cash and cash cquivalents ......... ... 24211 3.020.0  2,2357
Total ASSetS . . ..ot 20,6785 31,6664 28,2038
SHAREHOLDERS' EQUITY, PROVISIONS AND LIABILITIES

Shareholders® equity . .. ... ... .. . i e 1,986.0  2.0904 11,7525
(including cunuldative translation adjustments) ... ..o 00 o0 (46.2) (61.1) (141.1)
Minority interests ... . (13) 329 102.3 91.1
Redeemable preferenceshares ... 0 . oo (16) — 205.0 205.0
Undated subordinatednotes . .......... ... ... ...... ... .. ... (17N — 250.0 250.0
Provisions for risksand charges ........... ... ... ... ... ... ... (18) 32544 45908 38492
Accrued pension and retirement benefits .. ... ... ... ..o L (19) 667.0 1.058.3 994.0
Borrowings, bonds, and notes issued ... . .. oo oo ?.,7.3‘)4(1 44911 4,088.6
Bankoverdrafls . .. ..o o §20.7 161.8 2112
Financialdebt . ... .. . . . .. ... e (20)  3,559.7 4,652.9 4,2998
(of which long 1e¥m portion) ... ... . ... ... ... . i 1 (998.9) (1.722.5) (2,762.9)
Deferred taxes ... ... . e (3 369.8 857.7 704.3
Customers’ deposits und advances .. .. ... (22) 3,3382 77832 59556
Trade payables . ..o e 3,645.8 65399 55641
Accrued contract costs, other payables and accrued expenses ... ... .. 21 34247 3,5359 45382
Current liabilities . ... ... .. ... ... ... ... 10,608.7 17.859.0 16,0579
Total sharcholders’ equity, ininority interests and labilities .. ... ... 20,678.5 31,6664 28.203.8
Commitments and contingencies .. ....... .. ... .. . c.iaieianan.. (26) 7.290.8 15,560.6 12,8332

The accompanying Notes are an integral part of these Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended 31 March
2000 2001 2002
(in € million)

Cash flows from operating activities

Netincome (1088) ..ot 349.1 2037 (1394)
Minority Interests . ........ ... 15.0 37.8 229
Adjustinents to reconcile income before minority interests to net cash provided

by (used in) operating activities:

Depreciation and amortisation .......... ... .. e 566.3 854.1 792.1
Changes in provision for pension and retirement benefits, net ................ 163 114.8 (51.0
Net (gain) loss on disposal of fixed assets and investments . ................. (711.8) 04 (1979
Share in net income (loss) of equity investees (net of dividends received) ... ... 157 38 04
Changesindeferred tax ... ... i i 738 (36.0) (86.4)

Nei change in operating assels and liabilities:

Decrease (increase) in inventories and contracts in progress,net . ............. (132.4) (1,462.4) 54.0

Decrease (increase) in trade and other receivables.net ....... ... ... ... ..., (946.5) (609.2)  668.1

Increase (decrease) in contract related provisions ... ... ... oo 142.1 (813.4)  (947.9)
Increase (decrease) in other provisions .............. o o ool 127.8 (144.1) 2.5

Increase (decrease) in restructuring provisions ......... ... . ... oo (52.0) (52583 (122.7)
Increase (decrease) in customers’ deposits and advances ... ... ... oL (1,853.9) 2,602.6 (1,254.6)
Increase (decrease) in trade and other payables, accrued contract costs and

ACCIUR BXPENSES |« oLttt ettt it et e e e 1.662.5 (42.1) 6807

Increase (decrease) in securitisation of future receivables ................... 1.167.0 4082 161.1

Net cash provided by (used in) operating activities ..................... 439.0 592.1 (418.1)

Cash flows from investing activities

Proceeds from disposals of property, plant and equipment ... . ... .. 176.1 189.4 118.8
Capital expenditres .. ... oo (585.4)  (568.0) (530.3)
Decrease (increase) in other fixed assets, net ... o o i (382.9)  (382.6) (103.7)
Cash expenditures for acquisition ol investments. net of net cash acquired . . . ... (1,292.0) (1,137.0) (113.2)
Cash proceeds from sale of investments, net of netcashsold ................ 825.0 308.1 771.9
Net cash provided by (used in) investing activities ...................... (1,259.2) (1,590.1) 123.5
Cash flenvs from financing activities

Capital INCICASE ..o ottt ettt e e e e e — 332 —
Undated subordinated notes and redeemable preference shares ... ... ... — 455.0 —
Dividends paid including minorities ... .oo v i e (11 (118.2) (1361

Net cash provided by (used in) financing activities
Net cffect of exchange rate

...................... (k1) o 37000 (136D
........................................... 235 (20.3) (12.3

Other ChaNEES . ... e e e e — 154.0 1.8
Net increase (decrease) in short-term investments and cash and cash

equivalents net of short, medium and long termdebt ..... . ... ... ... .... 907.8) (494.3) (431.2)
Short-term investments and cash and cush equivalents net of short, medium and

long term debt atbeginning of year ... ... .. .o e e (230.8) (1,138.0) (1,632.9)

Short-term investments and cash and cash equivalents at end of year net of
short, medium and long term debt at endof year ... .. ... ... ..., (1,138.6) (1,632.9) (2.064.1)

Cash paid for income taxes ....... ... ... 70.2 68.4 154.0

Cashreceived frominterest .. .. ... ... ... .. . . .. . 118.7 1893 160.2

Cashpaid forinterest . ... . 165.2 3192 3255
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CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

Number of Additional Cumulated
outstanding paid-in  Retained translation Net  Sharcholders’
shares Capital  capital  carnings adjustment income Equity
(in € million, except for number of shares)

TApril1999 ... ... 213,698403 1,303.1 546 122.1 (1566) 3026 162358
Changes in Cumulative Translation
Adjustments ... ... — — — — 1104 — 1104
Revision of costs linked to capital
INCrease .......ocveiiiiiiiin — — 7.6 — — — 7.6
Netincome . ..., — — — — — 3491 349.1
Euro Capital Conversion ............ — (209 — 209 — — —
Appropriation of income ............ — - = 195.7 — (302.6) (106.9)
M March2000 ........ ... .. ... 213,698,403 1,282.2 622 338.7 (46.2) 3491  1,986.0
TApril2000 ... ... ... .. ... .. .. 213,698,403 1,2822 622 338.7 (46.2) 349.1 1.986.0
Capital increase .. ... ... 1,689,056 101 23.0 — -— — 33.1
Changes in Cumulative Translation
Adjustments ... o il -— — — — (14.9) — (14.9)
Netincome ... oovviin oo, — — — — — 2037 203.7
Appropriation of income . ........... — — — 2316 — (349.1) (11725
31 March2001 .......... ... ..., 215,387,459 1,2923 852 570.3 (61.1) 203.7 20904
TAprit2001 .. .. ... ... ... ... 215387459 12923 852 5703 (61.1) 203.7 2,090.4
Changes in Cumulative Translation
Adjustments ........ ... L. — — — — (80.0) — (80.0)
Netincome (loss) . ... ..o L. — — —_ — (1394y (1394
Appropriation of income . ......... .. — — — 85.2 — 2037y (118.3)
M March2002 ... ... 215387,459 1,2023 852 6555  (141.0) (139.4) 17525

I

The accompanying Notes are an integral part of these Consolidated Financial Statements.
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During the year ended 31 March 2000, the capital of the parent company, ALSTOM, has been converted
into Euros. The FREF 40 par value of the shares being rounded to € 6, the corresponding decrease of € 21 million
was recorded as a non distributable reserve.

In Auvgust 2000, a specific issue of shares reserved for employees was made and 1,689,056 shares were
subscribed. Related costs of € 7.4 million were charged against additional paid-in capital of € 30.4 million.

At 31 March 2002, the issued paid-up share capital of the parent company, ALSTOM, amounted to
€ 1,292,324,754, and was divided into 215,387,459 shares having a par value of €6.

At the Ordinary General Sharcholders” Mecting, which is scheduled on first call on 21 June 2002 and if the
quorumn requirement is not met on that date, will be held on 3 July 2002 on second call, the Board will propose

that no dividend be paid.

Under French law, the net profits, if any, related to the French statutory entities are allocated at a rate of 5%
cach year to a Jegal reserve until the legal reserve is equal 1o 10% of the nominal share capital of cach entity.

?&3& <1 O'F 15



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Note 1 — Description of business and basis of presentation

ALSTOM is a “société anonyme™ organised under the laws of France.

The Company is a provider of energy and transport infrastructure. The energy market is served through
activities in the ficlds of power generation and power transmission and distribution and the transport market
through rail and marine. A range of components and systems and services is offered by the Company covering
design, manufacture, commissioning, long-term maintenance, system integration, management of turnkey
projects and applications of advanced technologies.

Note 2 — Summary of accounting policies

The Consolidated Financial Statemients of the Company are prepared in accordance with French Generally
Accepted Accounting Principles. The Reglement 99-02 of the Comuté de Réglenentation Comptable (new
French consolidation methodology) has been applied with effect from 1 April 2000. Benchmark treatments are
generally used. Capital lease arrangements and long term rentals are not capitalised. If capital leases had been
capitalised, the impact would have been an increase of property plant and equipment, net of € 54 million and
€ 112 million, an increase of financial debt of € 55 million and € 119 million and a decrease of shareholder’s
cquity of € 1 million and € 7 million at 31 March 2001 and 2002, respectively. If long term rentals had been
consolidated the impact would have been an increase of long-term lease receivable of € 757 mullion and an
increase of long-term lease payable of € 757 million (Note 23¢). ‘

(a) Change in preseniution

For the year ended March 31, 2002 the following changes in prescntation have been made:
(1) Incorne stalements
Earnings Before Tnterests and Taxes is calculated afler amortisation of goodwill and other acquired

intangible asscts. Previous years’ comparative [igures have been restated accordingly. This restatement amounts
to € (244) million and € (360.2) million for the years ended 31 March 2000 and 2001, respectively.

(ii) Cash flow statements

— Customers deposits and advances, securitisation of future reccivables and restructuring provisions

Net cash provided by deposits and advances reccived from customers and securitisation programines of
future receivables and changes in restructuring provisions previously included in the line “Increase (decrease) in
trade and other payables, accrued contract costs and accrued expenses” have been disclosed separately. Previous
years comparative figures have been restated accordingly. These restatements amount to € (738.9) million and
: 2,485 million for the years ended 31 March 2000 and 2001, respectively.

— Other provisions
Changes in other provisions previously included in the line “contract related provisions” have been

disclosed separately. Previous years comparative figures have been restated accordingly. This restatement
amounts to € 127.8 million and € (144.1) million for the years ended 31 March 2000 and 2001, respectively.
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— Deferred taxes

Changes in deferred taxes have been included in “Adjustments to reconcile income before minority interests
1o net cash provided by operating activities”. Previous years comparative figures have been restated accordingly.
This restatement amounts to € 73.8 million and € (36.0) million for the years ended 31 March 2000 and 2001,
respectively.

— Depreciation of other fixed assels and current assets

Changes in depreciation of other fixed assets previously included in “Adjustinents to reconcile income
before minority interests to net cash provided by operating activities” and changes in depreciation of current
assets previously included in “increase (decrease) in contract related provisions, net” have been reclassified in the
corresponding lines. Previous years’ comparative figures have been restated accordingly. These restatements
amount to € (11.0) million and € 98 million in the years ended 31 March 2000 and 2001, respectively.

(b) Consolidation methods

Investments over which the Company has direct or indirect control of more than 50% of the outstanding
voting shares, or over which it exercises effective control, are fully consolidated. Control exists where the
Company has the power, directly or indirectly, to govern the financial and operating policies of an enterprise so
as to obtain benefits from its activities. ‘

Joint ventures in companies in which the Company has joint control are consolidated by the proportionate
method with the Company’s share of the joint ventures’ results, assets and lisbilities recorded in the Consolidated
Financial Statements.

Investments in which the Company has an equity interest of 20% to 50% and over which the Company
exercises significant influence, but not control, arc accounted [or under the equity method.

Results of operations of subsidiaries acquired or disposed of during the year are recognised in the
Consolidated Income Statements as from the date of acquisition or up to the date of disposal, respectively.

Intercompany balances and transactions are eliminated on consolidation.

A list of the Company’s major consolidated businesses and investees and the applicable method of
consolidation is provided in Note 30.

(c) Use of estimnates

The preparation of the Consolidated Financial Statements in conformity with gencrally accepted accounting
principles requires management to make estimates and assumptions that atfect the reported amounts of assets and
liabilities and disclosure of contingent gains and liabilities at the date of the financial statements and the reported
amounts of the revenues and expenses during the reporting period. Management reviews estimates on an ongoeing
basis using currently available information. Costs (o date are considered, as are estimated costs to complele and
estimated future costs of warranty obligations. Estimates of future cost reflect management’s current best
estimate of the probable outflow of financial resources that will be required to settle contractual obligations. The
assumptions to caleulate present obligations take into account current technology as well as the commercial and
contractual positions, assessed on a contract by contract basis.

The introduction of technologically advanced products exposes the Company to risks of product failure
significantly beyond the terms of stundard contractual warranties applying to suppliers of equipment only.
Changes in facts and circumstances may result in actual financial consequences different from the estimates.

(d) Revenue and cost recognition

Revenue on contracts which are of less than one year duration, substantially the sale of manufactured
products, is recognised upon transfer of title, including the risks and rewards of ownership, which gencrally
oceurs on delivery to the customer.

Revenue on contracts which extend over one year. long term contracts, is recognised on the percentage of
completion method, measured by either delivery or completion of identifiable (segmented) portions of the
contracy, or, in situations where units of a basic production preduct are produced, upon delivery to the customer
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of the basic product unit. Claims are recognised as revenue when it is probable that the claim will result in
additional revenue and the amount can be reasonably estimated, which generally cccurs upon agreement by the
customer. Revenue on other contracts is recorded upon delivery to the customer. Government subsidies relating
to the shipbuilding sector arc added to the related contract value and are recognised as revenue using the
percentage of completion methed.

Contract costs include direct material and labour, and an allocation of indirect costs related to the contract.
Selling and administrative expenses are charged to expense as incurred. Accruals for losses on contracts are
recorded in the period during which such Josses are determined and recognised immediately in the Consolidated
Income Statement. Changes to contract estimates resulting from job conditions and performance, as well as
changes in estimated profitability, are recognised in the period when the change is identitied.

Costs relating to long-term contracts are recorded including cstimates of future expenses o be incurred,
warranty costs and losses on contracts. Contract completion accruals are recorded for future expenses to be
incurred in connection with the completion of contracts or of identifiable (segmented) portions of contracts.
Warranty provisions are estimated on the basis of contractual agreement and available statisticul data.

(e) ‘Translation of financial statements denominated in forcign currencies

The functional currency of the Company’s forcign subsidiarics is the applicable local currency. Asscts and
liabilities of foreign subsidiuries located outside the curo zone are translated into curos at the year-end rate of
exchange, and their income statements and cash flow statements are converted at the average annual rate of
exchange. The resulting translation adjustment is included as a component of shareholders’ equity.

()} Foreign currency transactions

Foreign currency transactions are translated into local currency at the rate of exchange applicable to the
transaction (market rate or forward hedge rate). At year-end, foreign currency assets and liabilities to be settled
are translated into local currency at the rate of exchange prevailing at that date or the forward hedge rate.
Resulting exchange rate differences are included in the Consolidated Income Statement.

(g) Financial instruments

The Company operales internationally giving risc (o exposure to market risks and changes in interest rates
and foreign exchange rates. Financial instruments are utilised by the Company 1o reduce those risks. The
Company does not hold or issue financial instruments other than for hedging purposes.

The Company enters into various interest rate swaps to manage its interest rate exposures. Net interest is
accrued as cither inlerest receivable or payable with the offsct recorded in financial interest.

The Company enters into torward foreign exchange contracts to hedge foreign currency transactions.
Realised and unrecalised gains and losses on these instruments are deferred and recorded in the carrying amount
of the related hedged assel, liability or firm commitment.

The Company also uses export insurance contracts to hedge its currency exposure on certain long-term
contracts during the open bid time as well as when the commercial contract is signed. If the Company is not
successful in signing the contract, the Company incurs no additional liability towards the insurance company
except the prepaid premium. As a consequence, during the open bid period, these insurance contracts are
accounted for as such, the premium being expensed when incurred. When the contract is signed, the insurance
contract is accounted for as described above for forward foreign exchange contracts. ‘
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(h) Goodwill

Goodwill represents the excess of the purchasc price over the fair value of the assets and liabilities acquired
in a business combination. Initial estimates of fair values are finalised at the end of the financial year [ollowing
the year of acquisition. Thereafter, releases of unrequired provisions for risks and charges resulting from the
purchase price allocation are applied to goodwill. Goodwill is amortised on the straight-line basis over its
estimated useful life, to a maximum of twenty years. The amortisation periods reflect the nature of the
Company's infrastructure business and the resulting long-term relationships with its customers.

(i) Acquired intangible assets

The Company recognises acquired intangible assets such as technology. licensing agreements, installed
bases of customers, etc. These acquired intangible asscts are amortised over a period not exceeding 20 years.

() lmpairment

At the balance sheet date, whenever events or changes in markets indicate a potential impairment including
of goodwill, intangible assets and property, plant and equipment, a detailed review is bdﬂ‘lbd oul bused on the
projected operating performance of the related businesses. Whenever such review indicates that there is an
impairment, the carrying amount of such assets is reduced to their estimated recoverable value.

(k) Property, plant and equipment

Property, plant and equipment are recorded at histerical cost to the Company. Depreciation is computed
using the straight-line method over the following estimated uscful lives:

Estimated useful life

inyears
Buildings ..o e 25
Machinery andequipment ... ... .. ... o oo 10
Tools, furniture, fixtures andothers . ... . oo i 3.7

Capital lease arrangements and long-terni rentals are not capitalised.

(1) Other fixed assets

Other fixed assets are recorded at the lower of historical cost or net realisable value, assessed on an
individual investment basis.

(m) Inventories and contracts in progress

Raw materials and supplies, work and contract in progress, and {inished products are stated at the lower of
cost, using the weighted average cost method, or net realisable value. Net realisable value is the estimated selling
price in the ordinary course of business, less the estimated costs of completion and sclling expenses. Inventory
cost includes costs of acquiring inventories and bringing them to their existing location and condition. Finished
goods and work and contract in progress inventory includes an allocation of applicable manufacturing overheads.

(n) Short-terin investments, cash and cash equivalents

Short-term investments include debt and equity securities and deposits with an initial maturity greater than
three months but available for sale. Cash and cash equivalents consist of cash and highly liquid investments with
an initial maturity of less than three months, Marketable securitics included in short-term investments .md cash
and cash equivalents are recorded at the lower of cost or market value, on a line by line basis.
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(0) Deferred tuxation

Deferred taxes are calculated for each taxable entity for temporary differences arising between the tax value
and book value of assets and liabilities. Deferred tax assets and liabilities are recognised where timing
differences are expected to reverse in [uture years. Deferred lax assets are recorded up to their expected
recoverable amount. Deferred tax amounts are adjusted for changes in the applicable tax rate upon enactinent.

No provision is made for income taxes on accumulated carnings of consolidated businesses or cquity
method investees for which no distribution is planned.

(p) Customner deposits and advances

Customer deposits and advances are shown net, and represent amounts received from customers in advance
of work being undertaken on their behalf. Where trading has taken place under the long term contract trading
rules, but provisional acceptance of the contract has not taken place, the related customer advance is shown as a
deduction from the related reccivables.

If any balance of customer deposits and advances is still outstanding and where work is undertaken on
behalf of customers before sale, the related customer advance, termed a progress payment is deducted from
Inventorics and Contracts in Progress on a contract by contract basis.

Cash received in respect of the sale of future receivables is included in “Customer Deposits and Advances™.

(q) Provisions

A provision is recognised when the Company has a legal or constructive obligation as a result of 4 past
event and it is probable that an outflow of economic benefits will be required to settle the obligation.
(r) Stock options

Stock options are not recorded by the Company at the date of grant. However, upon exercise of stock
options, the Company records the issuance of the common shares as an equity transaction based on the amount of
cash received from the employees.
(s) Research and development

Research and development costs are expensed as incurred.

(t) Emplovee benefits

The estimated cost of providing benefits to employces is acerued during the years in which the employees
render services.

For single employer defined benefit plans the fair value of plan asscts is assessed annually and actuarial
assumptions are used to determine costs and benefit obligations. Experience gains and losses, as well as changes

in actuarial assumptions and plan assets and provisions are amortised over the average future service period of
cmployees.

For defined contribution plans and multi-employer pension plans, expenses are recorded as incurred. For

delined benefit indemnities, retirement plans, and post-retirement benelit plans, liabilitics and prepaid expenscs
are accrued over the estimated term of service of employees using actuarial methods.

(1) Restructuring

A liability related to a restructuring plan is recorded whenever the plan is finalised, approved by
management and announced before the closing of the financial statements, Such liabilities include estimated
facility closing costs, reductions in the useful lives of assets, and employees’ severance and termination benefits.
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(v) Financial income (expense)

Financial income (expense) is principally comprised of inferest payable on borrowings, interest receivable
on funds invested, foreign exchange gains and losses, and gains and losses on hedging instruments that are
recognised in the income statement.

Interest income is recognised in the income statement as it accrues, taking into account the effective yield on
the asset. Dividend income is recognised in the income statement on the date that the dividend is declared.

All interest and other costs incurred in connection with borrowings are expensed as incurred as part of net

financing costs.

(w) Larnings per share

Earnings per share are computed by dividing the annual net income by the weighted average number of
outstanding shares during the financial year.

(x} Statement of cash flows
Provisions related to fong-term contracts have been considered as operating activities, including amounts

provided on losses at completion.

(y) Exchange rates used for the translation of main currencies

2000 2001 2002
€ for 1 monetary unit Average Closing Average Closing Averape Closing
Britishpound ................... ..., 1.568610 1.670844 1.632230 1.614987 1.627372 1.631321
Swissfranc ... .. ... .. L 0.623692 0.628654 0.650100 0.654836 0.670010 0.681663
USdollar ....... ... ... . .. 0.976392 1.046792 1.106515 1.132246 1.136956 1.146263
Canadiandollar ......... ... ... .. .. 0.664165 0720513 0.733726 0.719217 0.725494 0.718236
Australiandollar ........ ... . ... ... 0.626077 0.632471 0.608764 0.530721 0.582536 0.610426

Note 3 — Other income (expense) nel
Year ended 31 March
2000 2001 2002

(in € million)

Net gain on disposal of [ixed assels ... ... i e 19.1 08 112

Net gain (loss) on disposal of investments ™ ... ... oo oo o 5572 4.1) 1069

ReESIUCIUTING COSES .+ . ottt ettt et e et it e e e e et (442.5) (80.5) (227.2)
Employees’ profitsharing ... o e (29.6) 253y (54
PensIOI COSIS Lottt e e (65.6) (112.1) (138.5)
SecurTtisSation COSIS . ..ttt e e e —  (90.5) (87.0)
Others, net (O 338  56.0 (1369
Other income (expense), et ... ... ... .. 724 (255.7) (476.9)

(1) Inthe year ended 31 March 2000 the ner gain on disposal of investinents comprises substantially the gain on disposal of the Company’s
Heavy Duty Gas Turbine business.

In the year ended 31 March 2002, it reflects the net gains on the disposal of Contracting Sector of € 106.4 million and GTRM of
€ 43.0 million «nd 4 net loss on disposul of the Waste to Energy business of € (42.1) willion.

(2) Tncluded in Others, net in the year ended 31 March 2002 is € 80 million set wside as additionad Marine vendor finance provisioning,
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Note 4 — I'inancial income (expense)
Year ended 31 March
2000 2001 2002

(in € million)

IErESt INCOMIIE .« . it ittt et e et it e e e 1234 197.8 1652
[BLErESt EXPLOSE Lottt it et (186.4) (329.0) (328.2)
Net interest income (€Xpense) ... (63.0) (131.2) (163.0)
Other financial flems, Net . ... .ot e e 0.7 152 (44.5)
Financial income (EXPense) . .. ...ttt e i e e (62.3) (116.0) (207.5)

Other financial items net include fees paid on bonds, guarantees and credit lines of € 22.0 million
(€ 16.3 million in the year-ended 31 March 2001).

Note 5 — Taxation

(a¢) Analysis of income tax charge
Year ended 31 March
2000 2001 2002

(in € million)

Currentincome tax charge ... .. . i 449 2105 96.1
Deferred income tax charge (credit), nel ..o 73.8 (36.0) (8B6.4)
Total Income tax charge ... ... . . . e 1187 1745 9.7

Geographical origin
Year ended 31 March
2000 2001 2002

(in € mnillion)

TaNCE o e e 274 649 27
Foreign .o 175 1456 934
Current income 1aX Charge . ... ... e e 44.9 2105 96.1
France o e 15.8 11.3 (113.0)
BT N o e 580 @47.3) 212
Deferred income tax charge (Credit), NSl Lot e e i i e e 73.8 (36.0) (86.4)
Total Income tax charge . .. ... ... . 118.7 1745 9.7

(b) Effective income tax rate

Components of pre-tax income are as follows:

Year ended 31 March

2000 2001 2002
(in € million)
Pre-tax income (JoSS) oot 495.5 419.5 (93.7)
Goodwill and acquired intangible assets amortisation .. ........ ... .. ....... 244.0 360.2 350.3
Pre-tax income before goodwill and acquired
intangible assets amortisation ........ ... ... ... L. 739.5 779.7 256.6

France . ..o 122.2 824 (128.0
Foreign .. ..o 617.3 697.3 384.6
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The effective income tax rate can be analysed as follows:

Statutory income tax rate of the parentcompany . .................o.o... 37.76% 36.43% 3543%

Expected taX . ..ot 279.2 284.0 90.9
Impact of :

— reduced taxation of capital gain . ....... ... . .. oo (217.5) — (39.0)
— (utilisation) non recognition of tax loss carryforwards ................ 53.5 (69.5) 20.1

— net change in estimate of tax liabilities ......................... ... 12.3 (17.3) (37.6)
— other permanent differences . ...... .. .. ool (8.8) (22.7) (24.7)
Actual inCome 1ax Charge .. o e 118.7 174.5 9.7

Effectivetaxrate .. ... ... .. ... . 16.1% 22.4% 3.8%

The effective tax rate in the current year is principally affected by reduced tax rates on capital gains. In the

previous year the effective tax rate was principally affected by a change in estimate concern
ability to realise previously unrccorded deferred tax assets.

(c) Deferred tax

ing the Company’s

At 31 March

2000 2001 2002
(in € million)
Accelerated depreciation in financial statement ........... ... o o 37.8 49.3 34.6
Non deductible amortisation of intangible assets ... ....... ... . ... .. ..., — 383 188.2
Profit sharing, annual leave and pension acerual not yetdeductible . ....o.. ... 120 1371 136.7
Provisions and other expenses not currently deductible ... oo 366.5 7920 6291
Contractreserves taxed inadvance . ... ... .. i — 542 90.6
Tax loss carryforwards . ... ..o 3734 6854 11,0240
OURETS ot e 101.1 86.5 208
Deferred tax assets . ... ... . . 1,090.8 1,842.8 2.144.0
Accelerated depreciation for tax purposes .. ... i e (77.0) (110.8)  (87.8)
Contract revenues not currently taxable ... ... o . o i (80.3) (229.4) (209.4)
Losses on intercompany transfers .. ... . o (10.6)  (32.1) (43.8)
Deferred income related to leasing transactions . ... .ot vn e vn., (163.3) (153.0)  (32.0)
Inventory valuation methods ..o oo e (66.9) (69.2)
Pensions adjustments not curremtly taxable and other ... ... ... ... ... (236.6) (265.5) (75.8)
Provisions and other expenses deducted inadvance ... ... ..o — —  (186.3)
Deferred tax liabilities ... ... ... .. (569.8) (857.7) (704.3)

The Company consolidates most of ils country operations for tax purposes, including
France, the UK, the US and Germany. At 31 March 2002 there were tax losses, principally

such operations in
relating to France,

Germany, ltaly, Switzerland and the UK. which aggregated approximately € 4,100 million. Included in this

amount are unrecognised tax losses which aggregate approximalely € 730 million. The re
€ 3,370 million include € 575 million which will expire within 5 years.
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Note 6 — Goodyill and other acquired intangible assets, net

Additions,
Net value  Net value  disposals Net value
31 March 31 March & other Translation 31 March
20600 2001 Changes  Amortisation  Adjustments 2002

Power(a) ......coiviiiiiii 2,1379 35149 201.3 (198.7) 6.6 3,524.1
Transmission & Distribution (b) . ....... 4808 458.3 39.0 32.D) 5.5 470.7
Transport (¢} .....ooviiiiii 314.1 451.4 26.5 (30.6) 14 448.7
Power Conversion ........ooevunven... 131.1 99.1 0 (5.9) 0 932
Marine ... 2.8 2.7 0 (0.2) 0 2.5
Contracting (d) ....... ... ... ... 670.1 705.7 {681.4) (13.7) (10.6) 0
Other(e) .......... i, 73.6 78.7 13 4.9) (1.8) 732
Goodwill,net ......... . ... .. ..... 38104 53108 (413.4) (286.1) 1.0 4,612.4
Other acquired intangible assets, net (f) —  1,186.7 47.1 (64.2) — 1,169.6
Goodwill and other acquired intangible
fixes assefs,net . .......... ... ...... 3,8104 64975 (366.2) (350.3) 1.0 5.782.0

|

The gross value of goodwill and other acquired intangible assets was € 4,560 million, € 7,253 million und
€ 6,694 million at 31 March 2000, 2001 and 2002, respectively.

(a) Power

In June 1999, the Company formed a joint venture with ABB, ABB ALSTOM Power N.V. (AAP}, by
contributing its Energy business, except the Heavy Duty Gas Turbine business, and ABB contributed
substantially all of its power generation business, except for its nuclear operations, Combustion Engineering Tnc,,
a subsidiary of ABRB, and its asbestos labilities. From 1 July 1999 to 10 May 2000 the Company owned 50% of
the AAP's share capital. On 11 May 2000, the Company acquired ABB’s 50% shareholding in AAP, now
renamed Power. Prior to that date, the Company consolidated its 50% share in AADP using the proportionate
consolidation mcthod. From 11 May 2000 the accounts of Power are fully consolidated.

In conncction with the creation of AAP in Junc 1999, the Company paid to ABB an amount of
€ 1,485 million. The acquisition cost of the sccond 50% share puid in May 2000 was € 1,253 million.

The Company has used the time interval ending with the close of the first fiscal year beginning after the
11 May 2000 acquisition to finalise the ABB ALSTOM Power purchase price allocation. During the year further

goodwill in aggregate totalling € 198 million, net of deferred taxation. has been recorded.

The aggregate amount of goodwill recorded in connection with the acquisition of ABB ALSTOM Power in
the June 1999 and May 2000 transactions was € 3,953 million and is being amortised over 20 years.

(b) Transmission & Distribution

The additional goodwill reflects the acquisition of Bitronics Inc. and the consolidation, from 1 April 2001,
of Ansaldo Coemsa SA.

(¢) Transport

On 1 October 2000, the Company purchased 51% of Fiat Ferroviaria Spa now renamed ALSTOM Ferroviaria
Spa for € 149 million. Goodwill arising on that ucquisition is € 109 million und is wnostised over 20 years.

The Company has used the time interval ending with the close of first fiscal year after the acquisition of

51% of ALSTOM Ferroviaria Spa to review the purchase price allocation and recorded during the year an
adjustment of € 54 miltion, net of deferred taxation.
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On 16 April 2002, the put option requiring the Company to purchase the remaining 49% of the capital has
been exercised by SPA Fiat for an amount of € 154 million (see note 29).

On 27 September 2001, the Company sold its 51 % interest in GT Railway Maintenance Ltd (GTRM), the
UK rail infrastructure maintenance company, to Carillion ple. for a total cash consideration of € 82 million
{£ 51 million), reducing the net goodwill by € 27.6 million.

(d) Contracting

On 20 July 2001, the Company completed the sale of its Contracting Sector to CDC Equity Capital (CDC
IXIS Group) and Charterhouse Development Capital, which financed a management buy-out. The transaction
was finalised with a definitive sale price of € 756 million.

{e) Other

Other goodwill is non scctor specific goodwill and substantially reflects the zcquisition costs of developing
the Company’s network activity.

(f) Other acquired intangible assets

Other acquired intangible assets results from the allocation of the purchase price following the acquisition of
ABRB’s remaining 50% shareholding in Power. Tt includes technology, an installed base of customers and licensing
agreement for gross amounts of € 1,242 million and € 1,289 million at 31 March 2001 and 2002, respectively.
Additions in the year reflect amounts paid to Rolls Royce PLLC under a technology sharing agreement signed during
the vear. Amortisation of other acquired intangible assets amounts to € 64 million in fiscal year 2002.

Note 7 — Property, plant and cquipment, nct

(¢) Changesin property, plant and equipment

Cross value

Tools,
Machinery furniture,
And fixtures and
Land  Buildings Equipment others Total
(in € million)
Balanceat TAprit 1999 . ... ... ... o 2679 1,2200 2,2818 933.6 47033
ACQUISIHIONS ... o 222 181.4 2735 108.3 5854
Disposals ... (16.5) (120.1)  (135.7} (574) (3291
Changes in scope of consolidation ... .......... .. ... 241 (45.1) 3685 (325.2) 223
Other movements (*) ... .. ... i 10.3 39.9 26.4 (1.6) 75.0
Balance at 31 March 2000 . ... ... ... ... ....... 308.0 1.276.1 28145 657.7 5.056.3
ACQUISTHONS L.t 2.7 138.9 4204 39.3 601.3
DiSPOSAIS « ottt e (22.0) (169.6)  (339.3) (109.4)  (640.3)
Changes in scope of consolidation .................... 379 381.7 856.4 1189  1,3949
Othermovements (*) .. ..., 523 31.7 (108.9) 47 198
Balanceat31 March 2001 .......................... 3789 1,658.8 3,643.1 7512 06,4320
Acquisitions ... ... L 9.7 712 2314 195.3 507.6
Disposals ... 62.1)  (60.6) (246.4) (56.1) (425.2)
Changes in scope of consolidation .................. .. 10.4 (3.4) (204.0) 65.9 (131.1)
Othermovements (*) . ... o 533 4.7 92.1 521 192.8
Balance at 31 March 2002 . ... ... ... ... ... ...... 390.2 1,661.3 35162 1,0084  6,576.1

(*) Including translaiion adjustinents
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(b) Changes in accumulated depreciation of property, plant and equipment

Balanceat 1 April 1999 .. ... . ol
Depreciationcharge . .........oooviiiiii i
Disposals and write-offs ........... ... ..
Changes in scope of Consolidation .....................
Othermovements (*) ... .. ... i

Balanceat 31 March 2000 .......... ... ... ... ......

Depreciationcharge ......... . ... .. L
Disposals and write-offs ... .. ... ... i
Changes in scope of Consolidation . ... ... .. ... . ....
Othermovements (¥) . ... ... . . i

Balance at 31 March 2001 ........... .. ... ... ......

Depreciationcharge .. ... oo oo o
Disposals and write-offs .. ... ... ...
Changes in scope of Consolidation ... ..................
Other movements (*)

Balanceat 31 March 2002 ... ......... ... .. ... ...

(*} Including translation adjustments

Note 8 — Investments in equity method investees and other

(a) Investments in equity method investees

Guangxi Laibin Electric Power Co Ltd. “Tiglec”

Accumulated depreciation

Tools,
Machinery furniture
and fixtures and
M Buildings  equipment others Total
(in € million)

58 5424 1,527.2 633.1 2,708.5
14 529 196.7 71.3 3223
0.1) (264) (93.4) (48.4) (168.3)

09 (54.0) 286.6 (250.0) (16.5)
Q;Z) 10.1 37.1 22 479
_(u_} 525.0 1,9542 408.2 2,893.7

1.6 0.1 367.0 452 493.9
(0.3) (57.3) (279.4) 97.9) (434.9)

0.0 90.0 540.2 §1.6 711.8
12145 (56.3) 195 (202
EZ 0423 2,525.7 450.6 3,044.3

22 70.1 284 .4 §4.1 441.8
(1.3)  (31.4) 207.2) (51.5) (291.4)

0.1 6.9 (108.1) (45.9) (147.0)

1.0 (EANS)) 46.1 1142 140.3
22. 666.9 2.540.9 557.5 3,788.0
investments

Termoeléetrica del Golfo and Termoeléctrica Pefioles ... . ... ... ... ... .....

ALSTOM S.A. de C.V.. Mexico
Others

At 31 March

2000 2001 2002
{in €million)
56.0 620 657

244 719

— 10.6 9.8
9.5 77 1438
655 1047 1622

At 31 March 2002 the Company held 40% of the registered capital of the Chinese entity “Figlec”, a

compuny which operates the thermal Power Plunt of Laibin.

In the year ended 31 March 2001 the Company acquired an interest in the Termoeléetrica del Golfo and
Termoeléctrica Pefioles, projects to build generation plants, currentdy under construction in Mexico. During the
year further funding was provided as the construction of the generation plants proceeded.

In the year ended 31 March 2001 the Compuny sold 319 of its shares in ALSTOM S.A. de C.V.. Mexico

and now holds 49% of the share capital.
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(b) Other investinents, net

At 31 March 2002 in line with the accounting policies set out in note 2(b), investments in which the
Company has direct or indirect control of more than 50% of the outstanding voting shares or over which it
exercises effective control, are fully consolidated. Only investments in which the Company has an equity interest
of 20% to 50% and over which it exercises significant influence are accounted for under the equity method.

(in € million)

At 31 March

2000 2001 2002

Net Net Gross  Provision  Net GeInterest
Alstom China Investments O ... ..o oo oo 2717 — — - — —
Télecité Inc () Lo 224 — — — —_ —
Missenard Quint® ... oL 15.8 — —_— — —_ —
AnsaldoCoemsa SA® (... .. oo — 290 — — — —_
Ballard Generation SystemsIne ...................... 286 403 402 — 402 20%
T.aMaguinista VilaGlobal . ....... ... .. ... 203 282 282 — 28.2 39%
A-Train AB & A-TrainInvest AB ... .. ... .. .. 110 110 110 —_ 11.0 29%
Birecik Baraj ve Hidroelektrik Santrali Tesis ve Isletme AS 63 203 159 — 15.9 1%
TranviaMetropolitaSA ... . ool — 54 6.7 — 6.7 25%
OUICES + vttt e e e 596 842 616 (248) 368
TOTAL . 191.7 2184 163.6 (24.8) 1388

(1) These companies have been consolidated from 1 April 2000.

(2} This compuny has been consalidated from | April 2001

Note 9 — Other fixed assets, net

At 31 March
2000 2001 2002

(in € million)

....................... 165.7 1309 2513

Loans to non consolidated companies and third parties

Long term deposits and retentions .. ....... ... o 5974 6444 5271
Prepaid assets ~—pensions (seenote 19) ... ... i 309.4 446.6 469.3
OHETS o 32.0 789 78.6
Other fixed assels, el ... . . 1,104.5 1,300.8 1,326.3

Loans to non consolidated companies and third parties includes € 195 million (USS 170 million)
Cruiseinvest (Jersey) Ltd. 6 % limited recourse notes due on 10 December 2011. These notes issued as a series of

five notes bear interest at 6% per annum payable half-yearly in arrears. The right of the Company «s noteholder
is limited to amounts that shall become available up to the value of the notes (sce note 23 b).

Long term deposits and retentions includes € 152 million, € 218 million and € 270 million lent to the two
leasing entities at 31 March 2000, 200! and 2002 respectively (see note 23 (a)) and € 104.0 million,

€ 346 million and € 169 million cash deposited Lo support guarantecs given to [inancial institutions in conncction
with the sale of cruise-ships at 31 March 2000, 2001 and 2002 respectively.
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Note 10 — Inventories and contracts in progress, net

At 31 March

2000 2001 2002
(in € million)

Raw materials and supplies .. ... ... i 8537 11,1976 11,5863
Work and contracts In PrOgress ..ot e 50776 74121 69287
Finished products .......... i 202. 412.1 361.4
Inventorics, and confracts in progress, gross . ... 6,1342  9,021.8 8,876.4
Less valuation allowante ..o it et it i e e e e e (337.9) (436.4) (323.2)
Inventories, and contracts in progress, net of valuation allowance ....... .. 5.796.3 §,585.4 R§,553.2
Less related customers” deposits and advanees ... il et (2.469.1) (2.535.7) (2,960.6)
Inventorics, and contracts in progress, net of valuation allowances and

related customers’ deposits and advances ... oL 33272 6,049.7 55926

Note 11 — Trade receivables, net

At 3 March

2000 2001 2002
(in € wmillion)

Trade receivables On ConlattS . vt i e 6,5274 76291 103735

Other trade receivables .o o 1.547.6 36082 14693

Trade receivables, gross ... ... .. i i e 8,075,0 11,2373 11,8448

Less valuation allowanCe .. .ot i e e (139.4)  (182.4) (137.0)
Tradc reccivables, net of valuation allowance . ......... ..., .. ... ... ... 7.935.6 11,0549 11,7078

Less related customers’ deposits and advances .. ... o ool (3.2390.2) {4,020.2) (0.977.8)
Trade receivables, net of valuation allowances and customers’ deposits and

AAVAIICOS Lot e 45454  7,028.7 4,730.0

The Company sold trade receivables in the normal course of business in revolving period securitisations
within which it irrevocably and without recourse transferred eligible receivables. Under the terms of these
agreements the Company continues to service, administer and collect the receivables on behalf of the purchaser.
Certain receivahles are retuined s a credit enhuancement. Amounts of trade receivables securitised net of retained
interests are € 894 million and € 1,036 million at 31 March 2001 and 2002 respectively.

Note 12 — Other accounts receivable, net

At 31 March

2000 2001 2002
(in € million)
Advances paid to suppliers and local parts oncontracts . ..............co.ven.n. 956.7 1,320.6 14325
Income tax and other government receivables ... L o 54001 5739 5193
Prepaid expenses . ....... .. .. 4104 5815 4457
Retained interests in receivables (note 11) ... ... ... . ... ... . L. — 2599 3521
OIS oottt e 52.1 802 5545
Other accounts receivable,net ... ... o Lo 1,9593 2,816.1 3,304.1




Note 13 — Short-term investments

Carrying  Changesin  Agpgregate
Value market value  fair value

(in € million)

31 March 2000

Government debt SECUTIHES ..ottt i e it e e 14.5 0.6 15.1
Deposits ... 136.7 0.2 136.9
Bonds and other debt Securities ... vv i i e 233 o 233
Total .o e 174.5 0_8 17583
31 March 2001

Government debt SECUNIIES . ..ottt it i it e 8.2 — 8.2
Deposils ... 4115 1.0 4125
Bonds and other debt securities ... ... .. . .. 76.7 ﬂ 774
Otal . e e e 496.4 l_z 498.1
31 March 2002

EqQuity SeCUMEIES . ...\t s 314 34
DEPOsIS o e 1211 1.4 1225
Bonds and other debtsecurities ... i i e e 178.9 0 178.9
Total .. 331.4 14 332.8

Contractual Maturity of Inyestments

Within { year 1loSyears Stol0ycars After 10 years
Carrying Carrying Carrying Carrying
value value value value

(in € million)

31 March 2000

Government debt securities ..ot 7.4 3.6 _ 35
Deposits ... 123.7 29 10.1 —
Bonds and other debt securities ... ... . . L. 233 — — —
TOtAl ...t e 154.4 65 10.1 3.5
31 March 2001

Government debt securities . ........ ... . ............ 8.2 — —_— —_
Deposils oo e 404.8 6.7 — —
Bonds and other debt securities ... ... L 8.1 55.4 132 —
Total ... 421.1 62.1 3.2 -
31 March 2002

Equity Securities .. ... i -— —— 314 —
Deposits .o vei i e e 116.8 4.3 — —
Bonds and other debt securities .......... ... ... ... 18.3 160.0 0.6 —
Total ... 135.1 164.3 32.0 —
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Note 14 — Cash and cash equivalents

Cash and cash equivalents includes cash at banks and cash on hand of € 1,977 million, € 1,537 million and
€ 1,413 million at 31 March 2000, 2001 and 2002, respectively, and highly liquid investments of € 270 million,
€ 987 million and € 491 million at 31 March 2000, 2001 and 2002, respectively.

Note 15 — Minority interests

At 31 March

2600 2001 2002
(in € million)

Balance beginningof year ... ... . . 69.6 329 1023
Share of NEELINCOMIC . . oottt e e e e 15.0 3715 229
Dividend paid ... ... o (4.3) (7.0) 21.0
Translation adjustment ... ... . 04 03 (08
Change in scope and otherchanges ... .. . 47.8) 386 (12.3)
Balanceend of year .. ... .. ... e 329 1023 911

Note 16 — Redeemable preference shures

On 30 March 2001, a wholly owned subsidiary of ALSTOM Holdings issucd perpetual, cumulative, non
voting, preference shares for a total amount of € 205 million.

The preference shares have no voting rights. They are not redeemable, except at the exclusive option of the
issuer, in whole but not in part, on or after the 5th anniversary of the issue date or at any tinme in case of certain
limited specific pre identified events including changes in taxation laws. Should redemption occur, the
redemption price would be equal to par value tagether with dividends accrued, but not yet paid.

From the issue date to the Sth anniversary of the issuc date the preference shares will carry a dividend based
on a variable rate based on O months Euribor. From the Sth anniversary of the issue date and onwards the
dividend rate will increase by an additional 2 % cost per annum, in line with market conditions for such
instruments. The dividends are payable semi-annually from the issue date. The preference shareholders will
benelit from a limited ALSTOM Heldings guarantee covering the subsidiary’s obligutions under its preference
shares.

The proceeds of the issue have been utilised within ALSTOM for general corporate purposes.

Note 17 — Undated subordinated notes

The Company issued, on 29 September 2000, € 250 million Auction Rate Coupon Undated Subordinated
Notes. These notes may be redecmed at the option of the issuer cxcept in certain exceptional circumstances,
including any failure to pay interest when due, when they may be redeemed at the option of their holders. They
rank pari passu with holders of other subordinated indebtedness. Interest will be payable semi-annually, at
variable rates based on EURIBOR. The paynient of the interest accrucd may be suspended if both of the
following conditions are satistied:

¢ The annual non-consolidated accounts of the Company. show an absence of income available for
distribution; and

* The unnual consolidated accounts of the Compuny show (hat the consolidated net incomne avuilable for
distribution to common sharcholders is fess than or equal to zero.
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Note 18 — Provisions for risks and charges

Change
in
scope
31 March 31 March and 31 March
{in € million) 2000 2001 Additions Releases  Applied other™ 2002
Provisions on contracts
Warranties . ... .ooiiin . 899.6 1,320.6 594.2 (75.6) (293.0) 714 16176
Penalties and claims ............ 694,3 14626 184.3 (53.5) (1,149.6) 329.9 773.7
Contract loss aceruals ........... 519.6 560.5 443.1 (41.7)y (545.1) 1736 4904
Other risks on contracts ......... 280.3 413.9 148.8 (46.5y  (113.5) (69.2) 3335
Restructuring .. ...c.covvvnieennn. 522.5 285.4 239.5 (12.3) (3443 9.6 177.9
Other provisions ................... 338.1 547.8 326.2 62.1) (261.4) (94.4) 436.1
Total ... .. 32544 45908 19361 (291.7) (2.706.9) 3209 3.8492

{1} Change in scope and other mainty refiecis the disposal of Contracting scetor for € (191) million and the finalisation of the purchasc price
allocation of ABB ALSTOM Power and ALSTOM Ferroviaria Spa tor € 450 million.

Provisions on contracts

Provisions for warrantics are recognised based on contract terms. Warranty periods may extend up to five
years. The provisions are based on historical warranty data and a weighting of all possible outcomes against their
associated probabilities. Provisions for contract Josses are recorded at the point where the loss is first determined.
Provisions are recorded for all penaltics and claims based on management’s assessment of the likely outcome.

In the years ended 31 March 2001 and 2002 provisions relating o the activities of the Power sector acquired
from ABB of approximately € 1,646 million in aggregate have been racorded against goodwill, of which
€ 372 million was recorded in the year ended 31 March 2002.

These provisions include, among other items, those relating to the GT24/26 turbines which have been
estimated on the basis of a set of assumptions, taking into account potential costs relating to the design and
manufacture of replacement parts, the opening and repair of the affected turbines, amounts which may become
duc to customers for delivery delays or under availability and performance guarantecs and the specific terms of
cach individual contract. The lack of sufficient operating hours, among other f{actors, results in inherent
uncertainty. Any change in key assumptions could have a significant impact on the Ievel of provisions required.
Actual costs may vary particularly as a result of negotiations with individual clients and the performance of the
repaired turbines. Accordingly the provision currently recorded may need o be adjusted.

Restructuring provisions

During the 12 month period ended 31 March 2002. the Company restructuring expenditures amounted to
€ 344 million, principally in the Power, Transmission and Distribution and Transport Sectors. New plans were
adopted during the period in Transport for which provisions have been created during the year. Al
31 Muarch 2002, restructuring and redundancy provisions mainly relate to Power, Transmission & Distribution
and Power Conversion Sectors.

During the 12-month period ended 31 March 2001, the Company restructuring expenditures amounted to
€ 605 million, principally in the Power, Transmission & Distribution and Transport sectors. New plans were
adopted during the period mainly in Transport for which provisions have been created during the year. The € 306
million of change in scope of consolidation was mainly explained by the full consolidation of Power since
1T May 2000. At 31 March 2001, restructuring and redundancy provisions mainly related to Power and
Transmission and Distribution Sectors. '
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During the 12 month period ended 31 March 2000, the Company restructuring expenditures amounted to
€ 203 million, principally in France, Germany and the United Kingdom in the Transmission & Distribution and
Transport sectors and in ABB ALSTOM Power. New plans adopted during the period mostly relate to ABB
ALSTOM Power and the Transmission & Distribution sector. At 31 March 2000, restructuring and redundancy
provisions included a balance of approximately € 450 million related mainly to ABB ALSTOM Power and to a
lesser extent to the Transmission & Distribution sector.

Otlier provisions

Other provisions include € 144 million in respect of Marine vendor financing (note 26 (b)) .

Note 19 — Retirement, termination and post-retirement benefits

The Company provides various types of retirement, termination benefits and post retircment benefits
(including healthecare benefits and medical cost) to its employees. The type of benefits offered to an individual
cmployee is related o local legal requirements as well as the historical operating practices of the specific
subsidiaries.

Termination benefits are generally lump sum payments based upon an individual’s years of credited service
and annualised salary at retirement or termination of employment. Pension benefits are generally determined
using a formula which uses the employee’s years of credited service and average final carnings. Most delincd-
benefit pension liabilities are funded through separate pension funds. Pensicn plan assets related to funded plans
are invested mainly in equity and debt securities. Other supplemental defined-benefit pension plans sponsored by
the Company for certain employees are funded [rom the Company’s assets as they become due.

Change in benefit obligation

Pension Benelit Other Benefits Total
At 31 March At 31 March At 31 March
2000 2001 2002 2000 2001 2002 2000 2001 2002

fin € nmillion)

Benefit Obligation at

Beginning of year . . ... (1.063.5) (2.985.1) (3.864.9) (154) (79.7) (205.8) (1,079.0) (3,064.8) (4,070.7)
Servicecost ... (89.0)  (96.9y (99.0) (0.8) (1.8)y (2.7 (89.8) 987y (10L.7)
Interestcost ............ (158.8) (199.8) (2047 (3.2) (14.3y (159 (162.0) (214.1)y (220.06)
Plan participants

contribulions ......... 227y 204y (195 — — — 2277y (204)  (19.5)
Amendments ........... — — (163) — — — — — (16.3)
Demutualisation of UK

pension scheme ... ... (1,294.2) — — — — — (1,294.2) — —
Business Combination® ... (631.8) (423.3)  (90.6) (63.1) (109.1) —  (694.9) (5324) (90.6)
Disposal* ... ... e 203.6 -— 4495 44 — —  208.0 — 44958
Curtailment ............ 2.9 0.3 9.2 — — — 2.9 0.3 9.2
Settlements ............ — 4.0 — — — — — 40 —
Actuarial (loss) gain ..... 1902  (353.3) 1543 02 0.6 316y 1904 3527y 1227
Benefits paid ........... 125.1 169.2 1784 54 139 169 130.5 183.1 195.3
Foreign currency

translation ........... (246.9) 404 233 (72) (154) 2.8y (2541 25.0 (26.1)
Benefit Obligation at end ’

of Year ............. (2,985.1) (3,804.9) (3,520.9) (79.7) (205.8) (241.9) (3.064.8) (4,070.7) (3,768.8)

(*) In the year ended 31 March 2000:
*  The Business combination relates mainly to the proportionate consolidanion of ABB ALSTOM Power; and
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*  The Disposal represents mainly the ALSTOM companies transferred to ABB ALSTOM Power.

In the year ended 31 March 2001. the business combination relates mainly to the full integration of Power.

In the year ended 31 March 2002 -
®  The Business combination relates mainly to the purchase and the integration of Railcare Limited; and
®  The Disposal represents mainly the sale of GT Railways Maintenance Limited and Contracting sector.

Change in plan assets

Pension Benefit Other Beneflits Total
At 31 March At 31 March At 31 March
2000 2001 2002 2000 2001 2002 2000 2001 2002

(in €1nillion)
Fair value of plan assets at

beginning of year ............. 567.6 3,247.6 33223 — — — 5676 32476 33223
Actual return on plan assets . .. ..... 4569 (34.5) (164.5) — — — 456.9 (34.5) (164.5)
Demutualisation of UK pension

scheme ... ..o i 1,526.2 — — = — — 1,526.2 — —
Company contributions ........... 91 609 807 — - 59.1 60.9 80.7
Plan participant contributions ...... 228 204 189 — — 2238 204 18.9
Business Combination™® . .......... 5103 2233 1150 — — — 5103 2233 1150
Disposal* .......... ... (81.0) — (8594) — — —  (81L.0) —  (8594)
Curtailment .................. .. — —_ —_ - —_ — — — —
Benefitspaid ................... (111.6) (144.9) (122.3) — — — (111.6) (144.9) (122.3)
Foreign currency translation ....... 2973 (805 216 — — — 2073 (50.5) 216
Fair value of plan assets at end of

Year ... ... 32476 3,3223 27123 — — — 32476 33223 27123
Funded status of theplan .. ... ... 262.5 (542.7) (R14.6)(79.H(205.8)(241.9) 1828 (748.5)(1.056.3)

Unrecognized actuarial loss (guin) .. (412.4) 2109 506.1 1.1 (L.1) 343 (4113) 2098 5404
Unrecognized actuarial prior Service

COSE ettt e 130.9) (76.6) 178 - — — (1309 (76.6) 17.8
Unrecognized actuarial transition . . . 1.8 (0.3) (264) — 39 — 1.8 36 (26.4)
(Accrued) prepaid benefit cost ... (279.0) (408.7) (317.1)(78.6)(203.0)(207.6) (357.6) (611.7) (524.7)
Of which:

Accrual . ... .. (388.4) (835.3) (786.4)(78.6)(203.0)(207.6) (667.0)(1,038.3) (994.0)
Prepaid . ... oo 3094 4466 4693 — — — 3094 4466 4693

(*; Tnthe year ended 31 Mareh 2000:
®*  Tbhe Business combination relaies mainly to the proportionate consolidation of ABB ALSTOM Power; and
*  ‘The Disposal represents mainly the ALSTOM companies transferted to ABB ALSTOM Power.

In the year ended 3¢ March 200! the business combination relates mainly to the full intzgratior of Power.

In the yeur ended 31 Murch 2001, the business combination relates mainly tn the full integration of Power.

In the year ended 31 March 2002 :
*  The Business combination relates mainly to the purchase and the integration of Raijcare Limited; and

®  The Disposal represents mainly the sale of GT Railways Maintenance Limited and Contracting sectar.

The actuarial assumptions used vary by business unit and country, based upon local considerations :

Assumptions
Pension Benefit Other Beunefits
Year ended 31 March Year ended 31 March
2000 2001 2002 2000 2001 2002
Discountrate ................. ... ..... 6-7% 575-75% 575-725% 65% 715% 725%
Rate of compensation increase ... ... .. .. 32-45% 375-50% 275-425% NA NA NA
Expected return on plan assets ............ 6-8% 6.5-9% 70-90% NA NA NA
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The following table shows the amounts of net periodic benefit cost for each of the three years cnded 31
March 2000, 2001 and 2002,

Pension Benefit Other Bencfits
Year ended 31 March  Year ended 31 March
2000 2001 2002 2000 2001 2002

S EIVICE COST t vttt ittt ettt e e 39 97 99 1 2 3
Expected Interest COSt .. ... vvui i 159 200 205 3 14 16
Expected return on plan assets ............. ... .o (165) (227) (208) — — -
Amortisation of unrecognized prior service cost . ... ..o (19 ©® @6 — — —
Amortisation of actuarial netloss (gain) .......... .. ... ... (8) 14 11 — —_ =
Curtailments/Settlements . . ... ... ov i i 3 4 32y - - —
Demutualisation of UK pension scheme ...t @32y - - = = =
Net periodic benefiteost ... ... .. .. (_1_61) _Zi _f)_z _4 }g 19

The Company’s health care plans, disclosed in other benefits are generally contributory with participants’
coniributions adjusted annually. The hzalithcare trend rate s assumed to be 9% in the year ended 31 March 2002
and 7.2% thereufter.

1n addition to the nel periodic benefit cost disclosed above, the company charged in pensions costs defined
and muli-employers contributions.

In the year ended 31 March 2002, dzfined contributions and multi-employer contributions charged in
Pensions costs are € 38 million and € 15 million, respectively.

The towal of pension and other post retirement benefit costs for each of the three year ended 31 March 2002
are shown in note 3 — Other Income (Expenses), Net.

Note 20 — Financial Debt
(a} Analysis by nature

At 3t March

2000 - 2001 2002
{in € niillion)
Bondst) L e 651.2 1,200.0 1,200.0
Other financial debtsl2 L 1,4658 1,679.8 24335
Comnmercial paper ... ..o e 622.0 1,611.3 4551
Bankoverdrafts . ... ... e e 8207 161.8 2112
Total . e e 3,559.7 4,652.9 4,299.8
Long-term portion™® . ... ... e 998.9 1,7225 27629
Short-term POLLION . . . ..ot e e 2,560.8 29304 1,536.9

*  includes drawings under long-term revolving credit facility. Comparative figure at 31 March 2001 of € 200 million has been reclassified.

(1) During the veas ended 31 March 2000, the Company issued bonds for a principal amount of € 650 nuitlion with a 7 year maturity, listed
on the Paris and Luxentbourg Stock Exchanges, bearing a 5% coupon and to be redeemed at par on 26 July 2006.
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On 6 Fcbruary 2001, the Company issued bonds for a principal amount of € 550 million with a 3 year maturity, listed on the
Luxcmbourg Stock Exchange, bearing a 5.625 % coupon and to be redeemed at par on 6 February 2004.

(2) Other financial debts comprise long-term revolving credit facitities and also borrowing facitities in the Company's subsidiaries.

(b) Analysis by maturity, currency and interest rate

Interest rates on substantially all short-term debt are based on EURIBOR and EONIA for euros and LIBOR
for relevant currencies. Interest rates on substantially all long-term debt are fixed rates.

Short term portion Long term portion
Average rale Average rate
of interest - After March of interest-
2003 Short Tenn 2004 2005 2006 2007 2007 Long Term
(in € ruillion) {in € ruillion)
Eure .............. .. .. 1,238.7 395% 5525 1,151.8 36 7815 206.5 4.6%
USdollar .............. 66.2 3.5% 58.7 0.5 — — — 3.6%%
Mexican Peso ........... 58.7 10.5% — —_ — — —
Pound sterling . .......... 243 52% — — - -
Other ......... ... it 149.0 7.8% 0.4 14 — —_ —
Total . ... ... ... .. 1,536.9 611.6 11,1337 3.6 7875 206.5

At 31 March 2000, 2001 and 2002, the Compuany had unused confinmed credit lines of € 2.213 million,
€ 1,723 million and € 1.660 million respectively. No interest charge paid hus been capitulised during cach period
presented,

Note 21 — Accruced contract costs, other payables and accrued expenses

At 31 March

2000 2001 2002
{in € million)
Accrued contract cost (contract completion) ... o oo oo 899.8 16409 27246
Staff and associated COSIS . .. ottt e e 784.3 751.5 910.6
T OTNIE RS ottt et it e e e e 256.2 258.9 1378
O er LAXES o o et et et e e e e e 275.8 293.6 2392
OIS oo e 1,208.6 591.0 506.0
Other payables and acerued contract costs and expenses . .................. 3,4247 3,535.9 4,5382

Note 22 — Securitisation

The Company sold for a net amount of € 1,167 million. € 1,578 million and € 1,735 million at
31 March 2000, 2001, 2002, respectively, the right to receive payment from certain customers for futurc
receivables. This amount is included in “Customers’ deposits and advances™.

Within the total of € 1,735 million at 31 March 2002, a nct amount of € 1,072 million is for sccuritised
Marine transictions pertaining to the sale of four cruise-ships to three customers. Such transactions, which
substantially limit the Company’s exposure during the cruise-ship construction period, provide for limited
recourse only in the event of customer default prior to the delivery of the cruisc-ships to cover any eventual
lusses of the investors upon the resale of the cruise-ship in question, subject to a maximum of € 98 million in
respect of one cruise-ship sold to one customer, € 82 million in respect of another cruise-ship sold to another
customer, and subject to @ maximuni of € 168 million in respect of two cruise-ships sold to the third customer,
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Note 23 — Financing arrangements

{a) Special purpose leasing entities

At 31 March 2002, the Company has interests in eight special purpose leasing entities, relating to seven cruise-
ships and sixty locomotives. Because the Company has no shares in these entities. they are not consolidated.

During the year the leasing arrangement of four special purposc leasing cntitics covering four cruise-ships
were terminated following the bankruptcy of Renaissance Cruises which went into Chapter 11 bankruptcy
proceedings in September 2001 and for which the Company built and delivered eight cruise-ships. The four
cruise-ships owned by the special purpose leasing entitics were subsequently sold to separate subsidiaries of
Cruiseinvest L.L.C, an entity in which the Company has no shares. enabling the leasing eatities to reimburse
outstanding loans for an amount equivalent to € 515 million. The lenders have confirmed that they do not intend
to seek to enforce security over further outstandings of € 278 million.

Presently there are ongoing activities of four special purpose leasing entitics relating to three cruise-ships
and sixly locomotives.

These arrangements are reflected in the summarised combined balance sheets of the special purpose leasing
companies presented below:

At 31 March
2000 2001 2002

{in € niillion)

Al L

Restricted long-termcash ... ..o 101.5 92.1 88.0
Long-termreceivables. et . ..... . . i 1,2939 1,663.2 922.6
AdVance Payments ... ... e 167.4 42.3 10.0
Including advances given to consolidated companies . ...................... 88.3 —

Other assets and cash and cash equivalents and short-term investments .......... 23.4 474 434
Total ... e 1,586.2 1,845.0 1.064.0
Retained carnings (deficit) .. ... ... . (46.2) (13.4) —
Liabilities

B O OWII S . e o e e 1.463.6 1[,8584 1,064.0
Advances received . ... e 168.8 — —
Other payables and accrued cXpenses .. .o e — — —
B ] £ ) 1,586.2 1,845.0 1,064.0

Long-term veccivables, net arc presented net of uncarned income that amounts to € 532 million,
€ 812 million and € 552 million at 31 March 2000, 2001 and 2002, respectively.

Borrowings of two entities totalling € 281 million and € 223 million at 31 March 2001 and 2002
respectively are guaranteed by Coface, a French state owned export credit insurance company, up Lo a maximum

of 95% of their nominal value. Borrowings of € 294 million of the entity involving sixty locomotives is
guaranted by u Europeuan government.
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Borrowings of two leasing entities directly financed by the Company and secured by ship mortgages,
included in the table above amount to € 152 million, € 218 million, and € 270 million at 31 March 2000, 2001
and 2002 respectively, and will increase to a maximum of approximately € 299 million in 2005. The amounts
lent to the two leasing entities are included in other fixed assets (note 9).

The Company has also guarantced the repayment of borrowings of one of the leasing entities totalling € 137
million and € 123 million at 31 March 2001 and 2002 respectively. In the event of the guarantee of repayment of
borrowings being called, the Company’s position is secured on the underlying assets of the entity.

These amounts in respect of the three leasing companies are included in the total of guarantees related to
Vendor Financing (note 26 b).
() Cruiseinvest

The ultimate owner of Cruiseinvest (Jersey) 1.id, a company incorporated on 12 Noveiber 2001, is a Jersey
charitable trust. The main assets of this structure are six cruise-ships, the ownership of which was reorganised
following the bankruptey of Renaissance Cruises, including the four cruise-ships referred to in note 23(a), and
acquired after a sealed bid auction process.

Due to the limited period since incorporation audited accounts of Cruiseinvest (Jersey) Ltd. have not been
prepared.

Unaudited management information provided by Cruiseinvest shows the following assets and liabilities.

At 31 March 2002

€m
Cruise-shiPs Al COSL . . . oottt 836.3
Other FIxed Asselst) Lo e e e 189.9
T =Y 11 = P 206.3
DOt A8 ELS L ittt e e e e e e e 1,052.5
Borrowings — Banks . ... .. e e e 857.5
Limited reconrse oS (NOLE J) L ittt it it e i ee it s eis e in i 195.0
Total Habllties .. 1,052.3

(1) Other fixed assets substantially represents amounts due from the four special purpose Jeasing entities that have been tunsfened to
. . 2 -y ‘s . . .
Cruiscinvest. The recoverability depends on the sale prices of the eruise-ships.

(¢) Leases
(i) Long term rental

Pursuant to a contract signed in 1995 with a major European metro opcerator, the Company has sold 103
trains and associated equipment to two leasing entities. These entities have entered into an agreement by which
the Company leases back the trains and associated equipment from the lessors for a period of 30 years. The trains
are made available for use by the metro operator for an initial period of 20 years, extendible at the oplion of the
operator for a further ten year period. The trains are being maintained and serviced by the Company.

The outstanding leasing abligations of the Company to the lessors are € 776 million, € 754 million and
€ 757 million at 31 March 2000, 2001 and 2002.

These commitiments are in respect of the full lease period and are covered by payments due to the Company
from the metro operator. However, if the metro operator should not extend the initial period the Company has
guaranteed to the lessors that the value of the trains and associated equipment shall not be less than € 289

million, see note 26 (b) — vendor financing guarantees. The long term lcase payable would be reduced
accordingly. .
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(i1} Other leases commitments
Commitments relating to capital and operating leases as of 31 March 2002 are as follows:

Capital  Operaling
leases* leases

{in € million)

20003 . e e 14.6 83.4
2004 o e e 16.6 82.4
20008 ot e e 12.1 63.1
2006 . e e 103 50.3
2007 e e e 7.9 41,6
erealter . ot e e e _523 ﬂ_l
T otal . e e e 121.1 ﬁ?_

*  except for lease described in Note 23¢(i)

A number of these operating leases have renewal oplions. Rent expense was € 111 million, € 130 million
and € 104 million during the years ended 31 March 2000, 2001, and 2002, respectively.

1f capital leases had been capitalised, the impact would have been an increase of property plant and
equipment, net of € 54 million and € 112 million, an increase of financial debt of € 55 million and € 119 million
and a decrease of sharcholder’s equity of € | million and € 7 million at 31 March 2001 and 2002, respectively.

Note 24 — Sector information
The Company is managed through Sectors of activity and has determined its reportable segments
accordingly.
The Company is organised in § Sectors:
* The Power Sector ofters a wide vange of products and services related 1o electrical power generation
including design, manufactare, construction, turnkey project management and related services;
*  The Transmission & Distribution Sector offers equipment and customer support for the transmission and
distribution of electrical energy;
*  The Transport Sector offers equipment, systems, and custonier support for rail transportation including
passenger trains, locomotives, signalling equipinent, rail components and service;

*  The Power Coaversion Sector (formerly Industry Sector, after disposal of non core businesses) became
a reporting sector in 2001 and provides solutions for manufacturing processes and supplies high-
performance products including motors, gencrators, propulsion systems for Marine and drives for a
variety of industrial applications.

From 1 April 2002 Power Conversion will be included within the Transmission & Distribution Scctor;
and

* The Marine Sector designs and manufactures cruise and other speciality ships.

The composition of the Sectors may vary slightly from time to time. As part of any change in the
composition of its scctors, Company management may also modify the manner in which it evaluates and
measures profitability, It now evaluates internally their performance on operating income as defined in its
consolidated financial statcments.

Intersegment transactions are made at substantially the same price and on the same terms as to external
Customers.
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Some units, not material to the sector presentation, have been transferred between sectors. The revised
segment composition has not been reflected on a retroactive basis as the Company determined it was not

practicable to do so.

Informution by business segment

(in € million)

199972000
Grosssales..........
(Less intersegment) ...

Netsales ...........
Operating income ...
Depreciation expense .
Assets
Cupital expenditure . ..

200072001
Grosssales ..........
(Less intersegment) . .

Net sales
Operating income .. . .
Depreciaiion expense .
Assels
Capital expenditure . ..

2001/2002
Gross sales ..........
(Less interscgment) . ..

Net sules
Operating income . . ..
Depreciation expense .
Assels ...l
Capital expenditre . ..

)

Transmission Other and
& Power Total  Corporate
Power*  Distribution ‘Fransport Conversion Marine Contracting segments eliminations  ‘lotal
4,5324  2,827.0 4,124.0 1,2228  1,317.6 24118 16435.6 3341 16,769.7
6Lsy  (177.9 (32.0) (112.4) (136.0) (519.8) 21.3) (541.1)
44709  2,649.1 40920 Lig4  1,317.6 22758 159158 3128 16.228.6
116.9 2333 230.5 21.0 70.7 90.7 763.1 (33.7) 7294
(84.9) (69.0) (85.7) (32.9) (19.1) (19.8) 3114y (10.9) (322.3)
78126 33879 4,798.8 1,832.0  LR6G® 23577 22,0558 (1377.3) 20,678.5
253.6 73.0 130.8 36.4 35.0 222 5510 344 585.4
12,0833 2936.6 +4,412.1 6962 1,841.8 26488 24,0688 408.3  25.077.1
(43.7)  (1947) (12.5) (78.9) (0.8) (1638 (494.4) (33.0) (327.4)
12.029.6 27919 +4,399.6 6173 L1.841.0 24850 241744 3753 245497
448.0 2353 266.3 40.4 80.0 122.7 1,192.7 (41.3) 1,1514
(249.2) (77.8) (96.1) (12.1) (23.2) (20.8) (479.2) (14.7) (492.9)
19.479.2 33933 6,713.7 8241 27041 32189 36,3333 (4.666.9) 31,6664
326.3 749 1143 143 285 237 5820 (14.0) 568.0
13,007.6 33542 4,416.3 7362 12426 §00.5 23,5574 273.3 23,8307
(3L2)  (190.5) (2.9) (R6.5) @1 (41.3) (354.5) (23.4) (377.9)
12,976.4  3,163.7 4,413.4 649.7 1,240.5 739.2 23,2029 2499 23,4523
571.9 203.1 101.3 233 47.0 20.8 976.4 (354) 941.0
(206.5) (68.3) {85.8) (IL.S) (24.8) —_ (406.9) (34.9) (441.8)
19,2682  3,520.0 6,927.5 795.8  2,702.2 — 33,2137 (5,009.9) 28,2018
285.9 60.6 105.3 12.5 244 18.1 506.8 435 550.3

Geographic information

#  Power figures included, for the 9 months ended 31 March 2000 ALSTOM's 50 % share in ABB ALSTOM
Power; from 11 May 2000 Power is consolidated at 100 %.

Rest of Other  FarEast & All
France UK  Germany Europe USA  Americas Australia/NZ Other Total
(in € million)

1999/2000
Sales ..ot 5,768.6 2,333.8 1,787.9 22463 |,7363 8326 727.2 795.9 16,228.6
Goodwill & Fixed assets .. .. 2,466.7 1,1158 636.3 13049 9093 3187 2784 3.6 73347
200072001
Sales ..o 6,338.3 39423 2417.0 3.804.5 44107 1,789.8 1.361.5 485.6 24,5497
Goodwill & Fixed assets .. .. 4069.8 1,371.5 1,120.3 2,665.8 8221 275.3 489.4 94.9 10,909.1
2001/2002 )
Sales ..o 5,083.9 2,868.1 1.897.2 4,905.5 43709 19347 1,717.9 674.6 234528
Goodwill & Fixed assets .. .. 3,135.6 1,306.2 8240 2,8963 8428 596.1 491.1 105.0 10,1971

Net sales are classified by the location of the subsidiary that invoices the customer.

69

Puse_ s 0{: 15



Net sales of € 1,837 million (11.3 %), € 3,049 (124 %) and € 3258 (13.9%) in the years ended
31 March 2000, 2001 and 2002 respectively, are obtained from a group of state owned companies,
independently managed, the largest of which represented 3.2 %, 1.1 % and 2.4% of sales in the years ended
31 March 2000, 2001 and 2002 respectively.

No client represented more than 10% of net sales in any of the three years.

Note 25 — Related party transactions

During the year there were no related party transactions. Related party transactions with the two former
shareholders and with ABB, the joint venture partner in Power, for the years ended 31 March 2000 and 2001 arc
as set out below. The Company contracted with Alcatel and Marconi (formerly The General Electric Company
plc) and their subsidiaries, for the purchase and sale of a number of products and services in the normal course of
business. They included transactions which essentially concern industrial services, principally subcontracting,
and industrial transactions.

The primary transactions between the Company and Alcatel, Marconi and ABB arc summarized as follows:

2000 2001
ALCATEL MARCONI ABB ALCATEL MARCONI

Income statements ;

Sales and revenues ... .. 82.7 7.3 16.1 18.6 12.0
Purchases .............. 81.6 237 6.3 30.0 2.1
Management fees ... ... — — — — —

2000
ALCATEL  MARCONY  ABB

Balance sheet :
Trade receivables ... .. .. 28.2 39.1 2.5
Trade payables ......... 7.7 271 0.8
OIf Balance Sheet

commitments ¢
Guarantees received ... .. 109.7 — —

Note 26 — Commitments and contingencics
(a) Guarantees related to contracts

There are contingent liabilities at 31 March 2002 in respect of bonds, guarantees and indemnities entered into
as part of the Company’s ordinary course of business. These bonds, guarantees and indemnities relate primarily to
long term contracts and guarantee the contractual performance under contracts with customers, and under offers on
tenders. The projects on which the guarantees are given are regularly reviewed by management and where it
becomes probable that the Company will be obliged lo make payments pursuant to any contract performance,
amounts are accrued. The amounts of contingent liabilities in respect of guarantees given relating to contracts
total € 7,291 million, € 14,156 million and € 11,535 million at 31 March 2000, 2001 and 2002, respectively.

(h) Vendor financing guarantees

The Company provides guarantees to financial institutions in connection with the financing by certain
customers of their purchases of Company products totalling € 1,404 million and € 1,298 million
at 31 March 2001 and 2002, of which € 1,028 million and € 849 million at 31 March 2001 and 2002 was in
connection with its Marine activilies.
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Included at 31 March 2002 was € 237 million committed in connection with cruise-ships initially delivered
to Renaissance Cruises. These guarantees given are to financial institutions in connection with the sale of the
cruise-ships. In addition, the Company has purchased € 195 million limited recourse notes issued by Cruiscinvest
(Jersey) Ltd. (note 9).

The Company has also guaranteed the financing arrangements of five cruise-ships and two high-speed
ferries which it built and delivered. The arrangements for the cruise-ships involve three customers, in total
amounting to € 589 million in respect of the five cruise-ships as at 31 March 2002.

Also at 31 March 2002, € 23 million guarantees are given in respect of the two high-speed ferries.

Management has undertaken an analysis of all issucs involved in Marinc Vendor Financing and retains
€ 144 million of provisions at 31 March 2002. On Renaissance Cruises this provision reflects the Company’s best
estimate of the outcome of its recovery and negotiation strategy which involves participating with other partics
concerned, financial institations and cruise-ships owners, in actions to safeguard the cight cruise-ships and
exploring with those parties alternative interim revenue generation uses to which the cruise-ships could be put
until economic conditions permit their long-term charter or their sale on normal financial terms.

In addition, the Company has also provided a guarantee on the financial arrangements of one cruise-ship
ordered in 1998 and not delivered at 31 March 2002 in total amounting to € 42 million. These commitments were
made into prior to the Company's decision to cease vendor financing activity. There are no other vendor
financing arrangements in respect of cruise-ships in the order book.

Other guarantees of financial performance totalling € 449 million have been given. Included in this total are
the amounts guaranteed (o the lessors of the (rains and assoctated equipment made available to the major
Furopean metro operator as set out in note 23 (¢). There has been no default by any of the concerned entities
under the underlying agreements.

(¢) Other commitments and contingencies
Litigation

The Company is engaged in several legal procecdings, mostly contract disputes, that have arisen in the
normal course of business. Contract disputes, often involving claims for contract delays or additional work. are
conunon in the areas in which the Company operates, particularly for large, long-term projects. In some cases,
the amounts claimed against us in these proceedings and disputes are significant, ranging up to € 207 million.

Environmental, health and safety

The Company is subject to a broad range of environmental Jaws and regulations in each of the jurisdictions
in which it operates. These laws and regulations imposc increasingly stringent environmental protection
standards regarding, among other things, air emissions, wastewater discharges, the use and handling of hazardous
waste or materials, waste disposal practices and the remediation of environmental contamination. These
standards expose the Company to the risk of substantial environmental costs and liabilities, including liabilitics
associated with divested assets and past activitics. In most of the jurisdictions in which operations take place,
industrial activities are subject to obtaining permits. licences or/and authorisations, or to prior notification. Most
facilities must comply with these permits, licences or authorisations and are subject to regular administrative
inspections.

Significant amounts are invested to ensure that activities are conducted in order to reduce the risks of
impacting the environment and capital expenditures arc regularly incurred in connection with environmental

compliance requirements. Although involved in the remediation of contamination of cestain properties and other
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sites, the Compuny believes that its facilitics are in compliance with its operating permits and that operations are
generally in compliance with environmental laws and regulations.

The outcome of environimental matters cannot be predicted with certainty and there can be no assurance that
“the amounts budgeted and provided will be adequate. In addition, future developments, such as changes in law or
environmental conditions, could result in increased environmental costs and liabilities that could have a material
effect on the financial condition or results of operations. To date, no significant liability has been asserted against
the Company, and compliance with environmental regulations has not had a material effect on the results of
operations.

The Company is also subject to regulations, including in France, the UK and the US, regarding the contro]
and removal of asbestos—containing material and identification of potential exposure of employees to asbestos. It
has been the Company’s policy to abandon definitively the use of products containing asbestos by all operating
units world-wide and to promotc the application of this principle to all suppliers, including in those countries
where the use of asbestos is permitted. In the past the Company has used and sold some products containing
asbestos, particularly in France in Marine Sector and to a lesser extent in other Sectors. As a result, it is currently
subject to approximately 1,300 ashestos-related cases in France from employees, former employees or third
parties. We believe, however, based in part on a number of court decisions, that compensation for most of such
cases, including cases where we may be found to be at faulr, is or will be borne by the general French social
sccurity (medical) funds and by the publicly funded Indemnification Fund for Ashestos Victims. For the cases
where this may not be the case, insurance coverage or adequate provisions have been made to cover any such
current or contemplated claims. The Company is also subject to a small number of asbestos-related or other
harmful substance claims in other countries. including in the US, which we are currently litigating. Such cases
are not expected to increase substantially in number and the Company believes it has good defences available and
may also have adequate insurance available. No assurances can be given that such cases will not grow in number
or that those that exist at present or whiclh may be faced in the future. may not bave a material adverse impact on
our results of operations.

Product liability:

The Company designs, manufactures, and sells several products of large individual value that are used in
major infrastructure projects. In this environment, product-related defects have the potential to create liabilities
that could be material. If potential product defects become known, a technical assessment occurs whereby
products of the affected type arc quantificd and studied. If the results of the study indicate that a product liability
exists, provisions are recorded. The Company believes that it has made adequate provisions to cover currently
known product-related liabilities, and regularly revises its estimates using currently available information.
Neither the Company nor any of its businesses are aware of product-related liabilitics, which would exceed the
amounts already recognized in the Consolidated Financial Statements, that could have a material effect on the
Company’s financial cendition or results of operations.

The Company has provided sufficient amount to satisfy its litigation, environmental and product liability
obligations to the extent they can be estimated.

Management considers that the matters discussed above would not have a material adverse effect on the
Consolidated Financial Statements.
Note 27 — Market related exposures
(a) Currency risk

Due to the international nature of its activities, numerous cash flows of the Company are denominated in
foreign currencies. The Company acquires financial instruments with off balance sheet risk solely to hedge such
exposurc on cither anticipated transactions or firm commitments. The only instruments used are exchange rate
guarantees obtained through export insurance companies, forward exchange contracts and options.
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The Company may not, in specific circumstances, and as an exception to the policy described above, fully
hedge certain identified exposures or anticipate the forthcoming risks on its operating transactions with

management approval.

With respect to anticipated transactions:

* During the tender period, depending on the probability of obtaining the project and market conditions,
the Company generally hedges a portion of its tenders using options or export insurance contracts when
possible, The guarantees granted by these contracts become firm if and when the underlying tender is

accepted; and

*  Once the contract is signed, forward exchange contracts or currency swaps are used to adjust the
hedging position to the actual exposure during the life of the contract (either as the only hedging
instruments or as a complement to existing export insurance contracts).

(b) Interest rate risk

Currently, the Company does not have a dynamic interest rate risk management policy. However, it may
enter into transactions in order to cover its interest rate risk on a case by case basis according to market
oppertunities, under the supervision of the Executive Committee.

The bond issue, nominal value of € 650 million, was initally swapped up to € 600 million from fixed to
floating rate. € 280 million have been returned to a fixed rate exposure and € 320 million remain swapped from
fixed to floating rate at 31 March 2002 (sce note 20 a).

Some other long-term financial debts are swapped from fixed to floating rates for a notional amount of

€ 152.7 million.

The nominal value of hedging instruments outstanding at year-end is analyzed as follows:

Interest rate instruments:

Interest rate swaps — pay fixed ... ...

Interest rate swaps — receive fixed

Foreign exchange instruments:

Currency swaps — currencies purchased . .. ..

Currency swaps — currencies sold
Forward contracts — currencies purchased
Forward contracts — currencies sold
Insurance contracts — currencics purchased
Insurance contracts — currencies sold
Currency options -— purchased
Currency options — sold

Cap ..

At 31 March 2002

14 of 175

Remaining
terml-5 Average
Total <1 year years >5years  fixed rate (¥)
(in € million)
......... 73.0 10.7 — 62.3 11.92%
......... 472.7 19.5 448.5 4.7 5.30%
......... 1.8 — — 1.8
......... 1,580.7 1,550.0 30.7 —
......... 71,1429 6,243 4 897.8 1.7
......... 970.5 8555 115.0 —
......... 5,172.5 34434 15213 207.8
......... 0.4 04 — —
......... 226.9 184.1 42.8 —
......... 853.7 853.7 — —
......... 546.6  546.6 — —



At 31 March 2001

Remaining
term 1.5 Average
Total <1year years > Syears fixed rate (*)

{in € million)
Interest rate instruments:
Interest rate swaps — pay fixed ... ol 67.2 0.3 — 66.9 11.92%
Interest rate swaps — receive fixed .................. 1,078.9 9.9 3615 7075 5.36%
Interest rate swaps — floating/floating ............... 200.0 — — 2000 —
Swapltlons .. ... 1466 1134 33.2 — 691%
L8 S 704.8 224 280.6 2018 —
Foreign exchange instruments:
Currency swaps — currencies purchased ... ... ... 36942 3,1455 3487 —
Currency swaps — currencies sold .............. ..., 41902 33828 7944 13.0
Forward contracts — currencies purchased ............ 1,578.8 11,0354 5432 0.2
Forward contracts — currencies sold . .......... ... ... 6,2554 4,1052 1,945.1 205.1
Insurance contracts — currencies purchased ........... 66.2 46.4 19.8 —
Tosurance contracts — currencies sold ... ..o oL §275 2913 236.2 —
Currency options — purchased ........... .. ... ... 954.1 9465 7.6 —
Currency options —sold ... o ool 4532 4532 — —

(*) Floating rates are generally based on EURIBOR/LIBOR.

AL 31 March 2080

Remaining
term 1-§ Average
Total <1 year years >3years fixed rate (*)
(in € million)
Interest rate instruments:
Interest rate swaps —pay fixed ..................... — — —_ —
Interest rate swaps — receive fixed . ... ... . ... L. 653.3 19.5 332 6006 5.15%
Swaptions —sold ... .o oo o 332 — 332 — 6.63%
Cap—purchased ........... ... ... ... ..., 660.1 157.1 503.0 —
Foreign exchange instruments:
Currency swaps — currencies purchased . .......... ... 2802 2625 179 —
Currency swaps — currencies sold . ......... ... .. ... 11886 860.1 3285 —
Forward contracts — currencies purchased ........ ... 1913.0 1449 463.9 —
Forward contracts — currencies sold . ... oL 46919 31490 15208 22.1
Insurance contracts — currencies sold .. .......... ... 78.5 48.0 30.5 —
Currency options — puichased ..................... 4129 4129 — —
Currency options —sold ... ... ... L 3790 3790 — e

(*) Floating rates are generally based on EURTBOR/LIBOR.

(¢) Creditrisk

The Company hedges up to 90% of the credic risk on certain contracts using export credit insurance
contracts. The Company believes the risk of counterparty failure to perform as contracted, which could have a
significant impact on the Company’s financial statements or results of operations, is liniited due to the gencrally

high credit rating of the counterparties.

(d) Fair value of financial instriments

Publicly traded cquity and marketable debt securities are disclosed at market prices. The fair values of all
financial instruments other than specified items such as lease contracts, controlled businesses and affiliate
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investments and employers’ pension and benefit obligations have been estimated using various valuation
techniques, such as the present value of future cash flows. However, methods and assumptions followed to
disclose data presented herein are inherently judgmental and involve various limitations, including the following:

— Fair values presented do not take into consideration the effects of future interest rate and currency
fluctuations,

— Estimates as at 31 March 2002 are not necessarily indicative of the amounts that the Company would record
upon further disposal/termination of the financial instrument.

The use of different estimations, methodologies and assumptions may have a material effect on the
estimated fair value amounts. The methodologies used are as follows:

Long term loans and other fixed assets

The fair values of these financial instruments were determined by estimating future cash flows on an item-
by-item basis and discounting these [uture cash flows using the Company’s incremental rales at year-end for
similar types of loan arrangements.

Cash and cash equivalents, accounts and notes receivable, bank overdrafts, short-term borrowings,
accounts and notes payable

The carrying amounts reflected in the consolidated bulance sheet approximate fair value due to the short-
term nature of the instruments.

Long-terim debt

The fair value of the long term debt was determined by cither estimating future cash flows on an item-by-
item basis and discounting these future cash flows using the Company’s incremental borrowing rates at year-end
for similar types of borrowing arrangements or using the market price when it relates to publicly traded
instruments.

Interest rate swaps, currency swaps, options, and forward exchange conltracts

The fair value of these instruments is the estimated amount that the Company would reccive or pay to settle
the related agreements, valued upon relevant yield curves and foreign exchange rates as of 31 March 2000, 2001
and 2002.

The [air value of forward exchange contracts was computed by applying the difference between the contract
rate and the market forward rate at closing date to the nominal amount.

Export insurance contracts related to tenders are insurance contracts that arc not marked to market. Export
insurance contracts that hedge tirm comumnitments are considered as acting as derivatives and were marked to
market for the purpose of the disclosure.
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The fair value of financial instruments outstanding is analyzed as follows:

AL 31 March 2000 A1 31 March 2001 At 31 March 2002

Carrying  Fair  Carrying Fair Carrying Fair
Value Value Value Value Value Value
(in € million)
Balance sheet
Assets
Loans to non consolidated companies and third
Parties ... 165.7 165.7 130.9 131.9 2513 2513
Long term deposits and retentions ............. 5974 6075 6444 6037 5271 4950
Other [inancial assets ..........c.ooviiiian. 32.0 32.0 78.9 78.9 78.6 78.6
Short-term investments ...................... 1745 1753 4964  498.1 3314 3328
Highly liquid investments .................... 270.0 2700 9865 9865 4010 4910
Liabilities
Long-termdebt ............... ..ol 0989 970.1 1,589.1 1,391.2 27629 26757
Ofl balance sheet
Interest rate instruments.
Interest rate swaps — pay fixed ............... — — — — — 6.0)
Interest rate swaps — receive fixed ............ — (1.3 — 13.1 — 10.2
Interest rate swaps — floating/floating .. ........ — 36 — -
Cross CUITENCY SWAPS .« vt vennvnneninnnnn. — . — — — —
SWaptions ........o.iiiiii i — (0,6) — 1. — —
Cap o — — — (2.1) — —
Foreign exchange instruments
Currency swaps — currencies purchased . ..... .. — “4.2) — 15.5 — 16.4
Currency swaps — currencies sold ... ... ... — (118.4) — (70.7) — (69.6)
Forward contracts — currencies purchased ... ... — 54.9 — 122.0 — 385
Forward contracts — currencies sold . .......... — (328.3) — (343.8) — (196.7)
Insurance countracts — currencies purchased ... .. — (0.4) — 0.1
Insurance contracts — currencies sold .. ... ... — 1.1 — 19.4 — 24
Currency option contracts — purchased . ...... .. — 1.9 — 1.1 -— 7.6
Currency option contracts —sold ............. — 159 — (5.1 — (13.3)

The increase in fair value of forward contracts — currency sold is mainly due to the relative stability of

major currencies against curo during the year, especially USH.

Notec 28 — Payroll, staff, employce profit sharing and stock options

Year ended 31 March

2000 2001

2002

(in € million

except number of employees)

Total wagesand salaries ... .. .. i 3,390.9 47094 4,4986
Of which executive officers .......... ... . ... ... . i 49 73 52
Social security payments and other benefits .. .............. ... ... L 1,024.1  1,633.9 11,2358
Employce profitsharing ... . i 29.6 253 54
Staff of consolidated companies at year-end
Managers, Engineers and professionals ... ... ... L oL 30,500% 40,044 38,087
Other EnIPIOYEES .ttt e e e 90,200% 102,970 80,908
Approximate number of employees .............. . ... o e 120,700* 143,014 118,995

(*) taking inio account 50% of the employces of ABR ALSTOM Power lor the year ended 31 March 2000.
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Stock options

a)

b)

<)

As previously authorised by ALSTOM’s sharelolders at the 17 June 1998 shareholders’ meeting,
ALSTOM’s Board of Directors on 22 April 1999, approved a stock option plan and the grant of options for
2,035,000 new shares to an aggregate of 850 ALSTOM offlicers and employecs, including 11 Exceutive
Comumittee members. The exercise price of options has been set at € 27.40 and corresponds to the average
ALSTOM share price on the Paris Stock Exchange during the last twenty trading days preceding the Board
Meeting. The options are exercisable only if, during the five year period beginning 22 April 1999 and
ending 21 April 2004, the average price of an ALSTOM share on the Paris Bourse is at least € 38.00,
adjusted, if necessary, if ALSTOM undertakes certain operations, over any 40 consecutive trading days. If
the performance condition is met, the options will be exercisable at any time during the threc-year period
beginning 22 April 2004 to 21 April 2007, inclusive.

Additionally, and as authorised by ALSTOM's shareholders at the 7 September 1999 shareholders’ meeting,
ALSTOM’s Board of Directors on 14 February 2000 approved a new steck option plan. The exercise price
of the options has been set at € 30.00 and corresponds to the average ALSTOM share price on the Paris
Stock Exchange during the last twenty trading days preceding the Board Meceting. The options arc
excrcisable only il ALSTOM's operating margin including the part of Power sector for the {inancial year
2001/2002 reaches 5.5 %. If this condition is not met, the options will however be exercisable if such
operating margin reaches 6.0% for the financial year 2002/2003. If the performance condition is met. the
options will be cxercisable at any time during the five-yeuar period beginning 14 February 2003 to
13 February 2008, inclusive. This plan covers 4,450,000 options (to which corresponds the same number of
shares) and 1,683 beneficiaries, including 8 Executive Commmittee members.

During the year ended 31 March 2002, and as authorised by ALSTOM’s sharcholders at the 24 July 2001
shareholders” meeting, three new stock options plans were exceptionally implemented, two plans approved
by ALSTOM’s Board of Directors on 24 July 2001 and the last plan approved by ALSTOM’s Board of
Directors on 8 January 2002.

Regarding the first plan, 4,200,000 options were granted. of which 160,000 options were granted to eight
Executive Committee members. The exercise price of the options has been set at € 33.00 and corresponds w
the average ALSTOM share price on the Paris Stock Exchange during the last twenty trading days
preceding the Board Meeting. The options will be exercisable in three stages over a seven year period
beginning 24 July 2002 and ending 23 July 2009, one third from 24 July 2002, one third from 24 July 2003,
and the last third from 24 July 2004.

Regarding the second plan, 285,000 options were granted to cight Executive Committee members. The
exercise price of the options has been set at € 33.00 and corresponds to the average ALSTOM share price on
the Paris Stock Exchange during the last twenty trading days preceding the Board Meeting. The options are
exercisable only if ALSTOM's operating margin reaches 5.5% for the financial year 2002/2003, or 6.0% for
the financial year 2003/2004. If the performance condition is met, the options will be exercisable in two
stages over a seven year period beginning 24 July 2002 and ending 23 July 2009, one hall from
24 July 2002 and one half from 24 July 2003.

Regarding the last plan, 4,200,000 options were granted, of which 255,000 options were granted to eight
Executive Committee members. The exercise price of the options has been set at € 13.09 and corresponds to
the average ALSTOM share price on the Paris Stock Exchange during the last twenty trading days
preceding the Board Meeting. The options will be exercisable in three stages over a seven year period
beginning 8 January 2003 and ending 7 Janvary 2010, one third from 8 January 2003, onc third
from 8 January 2004, and the last third from 8 January 2005,
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The following is 2 summary of activity of the plans:

Outstanding at 1 April 2000
Granted
Exercised
Cancelled

Outstanding at 31 March 2001

Outstanding at 1 April 2001
Granted
Exercised
Cancelled

Outstanding at 31 March 2002

Weighted
Average
Lxercise

Price
Shares Per Share
6,437,400 €29.19
....... 350,900 €29.69
....... 6,086,500 €29.17
....... 6,086,500 €29.17
....... 8,685,000 €2337
....... 540,400 €19.36
....... 14,231,100 € 25.67

Agsuining that the performance condition of each plan is met, options granted under the plans had weighted
average contractual lives of eight years at the origin, or weighted average remaining contractual lives of six years

and eight months at 31 March 2002,

Note 29 — POST BALANCE SHEET EVENTS

On 16 April 2002, the Company acquired the remaining 49% of ALSTOM Ferroviaria Spa for € 154 million.

Note 30 — Major companies included in the scope of consolidation

Ownership %

Consolidation
Method

Compuanies Country
ALSTOM o France
ALSTOM Holdings ............ ...t France
ALSTOM Gmbh (holding) ...t Germany
ALSTOM UK Holdings Lid (holding) ................ United Kingdom
ALSTOM USA Inc (holding) ... oot United-States
ALSTOM NV (holding) .. ... .o ovii i Netherlands
ALSTOM Mexico SAde CV (holding) . ............... Mexico
ALSTOM Espana IB (holding) ...................... Spain
ALSTOM Participacoes (holding) .................... Brasil
ALSTOM (swizerland) Ltd .......... ... ... .. .. ... Switzerland
ALSTOM Anlagen & Antriebssysteme GmbH .......... Germany
ALSTOM Anlagen und Automation GmbH . ........... Germany
ALSTOM Australialtd .. ... o oo o, Australia
ALSTOM Belgiom SA ... ... ot Belgium
ALSTOM BrasilLtda ..., Brasil
ALSTOM Canadalne ...t Canada
ALSTOM Combustion Service Ltd ................... United Kingdom
ALSTOM Controls Ltd ........... ... L. United Kingdom
............................... France

%y of 1hS

100.0
100.0
100.0
100.0
160.0
160.0
160.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

08.8

Parent company

Full consolidation
FFull consolidation
Full consolidation
Full consolidation
TFull consolidation
Full consolidation
Full consolidation
Full consolidation
[Full consolidation
Full consolidation
Ffull consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
[*ull consolidation
FFull consolidation



Ownership %

Consolidation
Mcthod

Companies Country
ALSTOM Energietechnik Gabll ... 00 Germany
ALSTOM EscaCorp. ... viii et United States
ALSTOM Export SDNBhd ..ot United Kingdom
ALSTOM South Africa Holdings (Pty) Ltd ............ South Africa
ALSTOMKK. ..o Japan
ALSTOM Leroux Naval ........ ... ... . ... ... ... France
ALSTOMLHBGmbH .......... ...t Germany
ALSTOM Power Air Preheater Gmbh ............. ... Germany
ALSTOM Power Asia PacificSdnBhd . ............... Malaysia
ALSTOM Power Boiler GmbH ................ ..., Germany
ALSTOM Power Boiler Manufacturing Gmbh . ......... Germany
ALSTOM Power Boilers ............... ..o France
ALSTOM Power Boilers Spa . ... L Italy
ALSTOM Power Centrales . ... ... ... France
ALSTOM Power Conversion SA France ............... France
ALSTOM Power Flowsystems Sri ................... Ttaly
ALSTOM Power Generation AG..................... Germany
ALSTOM Power Generation Ltd .. ... ..o L, United Kingdom
ALSTOM Power Holding SA ... ... ... ... France
ALSTOM PowerInc .......... ..ot United States
ALSTOM PowerIndialdt ... ... ... . ....... India
ALSTOM Power ItaliaSpa ................... ... ... Ttaly
ALSTOM Powerltd ......... oo Australia
ALSTOM Power Mexica S.A. de C.V. ... ... .. Mexico
ALSTOM Power Monterrey IIT S.A. de C.V. ... ... Mexico
ALSTOM Power Proycctos SA . de C.V. ... ... .. Mexico
ALSTOM Power SA ... ... ... ... ..o ool France
ALSTOM PowerSp7Zoo ...t Poland
ALSTOM Power Sweden AB ..ot Sweden
ALSTOM Power Turbomachines . ............. ... .. frrance

ALSTOM Power UK Ltd ..o
ALSTOM Sigualling Inc

United Kingdom
United States

ALSTOMT&DInc. ... United States
ALSTOMT&DSA .. France
ALSTOMT&D SAdeCV ..o Mexico
ALSTOM Transport SA ... ... o i Irance
ALSTOM Transporte SAde CV ... .o L. Mexico
ALSTOM TransportationInc .. ....... ... oo ..., United States
ALSTOM Transporte . .. ... i an.. Spain
Chantiers de ' Atlantique .......... ... .. ..., France

Japan Gas Turbines KK, ... o oo oot Japan
ALSTOM West Coast Traincare Ltd .................. United Kingdom
ALSTOM Ferroviaria Sp.A ........ ..o, Ttaly

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

51.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
1€0.0
100.0
100.0
100.0
100.0
100.0

60.0

76.0

51.0

A list of all businesses is available upon request at the head office of ALSTOM.
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Full consolidation
Full consolidation
[Full consolidation
FFull consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
IFull consolidation
[Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
[Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
[Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation
Full consolidation



DESCRIPTION OF ACTIVITIES

Overview

We serve the energy market through our activitics in the fields of power generation and power transmission
and distribution, as well as the transport market through our activilies in rail and marine. We design, supply and
service a complete range of technologically advanced products and systems for our customers, and possess a
unique expertise in systerns integration and through-life maintenance and service.

We began operations in 1989 as the GEC ALSTHOM group, a 50750 joint venture company between The
General Electric Company (now known as Marconi) of the United Kingdom and Alcatel of France. On
22 June 1998, as part of our initial public offering on the Paris, New York and London stock exchanges, all the
activities previously carried out by GEC ALSTHOM were transferred to ALLSTOM, a socidté anonyme a conseil
d’admiristrarion, a form of limited liability company incorporated in France.

In fiscal year 2002, we had sales of € 23,453 billion. As of 31 March 2002, we employed approximately
120,000 people in over 70 countries.

Since our initial public offering in 1998, we have almost doubled our sales, essentiatly through a number of
strategic acquisitions. whilst during the same period disposing of a number of non-core businesses. The total
value of our acquisitions since 1998 is € 4.5 billion, while the total value of our disposals is € 2.5 billion. For a
further discussion of these acquisitions, sce “Operating and Financial Review and Prospects™.

Our most significant transaction involved the acquisition of the power generation activities of ABB in two
separate wransactions. In July 1999 we combined our power generation activities with ABB’s in a 50/50 joint
venture called ABB ALSTOM Power. We acquired ABR's share of the joint venture in May 2000. The
transaction gave us full control of heavy-duty gas turbine technology, as well as strengthening our position in
service, boilers and other activities.

Another key component of this strategy was our acquisition of Fiat Ferroviaria, which gave us access to
advanced tilting train technology. We acquired 51% of Fiat Ferroviaria in October 2000 and the remaining 49%
in April 2002.

Our divestitures have allowed us to focus on our core activities. The most signiticant divestiture was the sale
of our former heavy-duty gas turbine business to General Electric in Tuly 1999, Another major divestiture was
the disposal of our former Contracting Sector in July 2001. Before this divestiture, we transferred some of our
Contracting activities to other Sectors, including most significantly service and software activitics that are now
part of our Transmission & Distribution Scctor.

As part of our Restore Value programme, we are planning to dispose of additional non-core assets in fiscal
year 2003. We are currently seeking to realise nel proceeds of approximately € 900 million [rom these disposals,
although our ability to do so will depend on a number of [actors outside our control, including in particular
whether we will be able to find buyers willing to purchase the relevant activities for the values we are seeking,.

POWER

We arc one of the world’s leading suppliers to the power generation industry. We offer a comprehensive
range of power generation solutions from turnkey power plants 1o all types of turbines (gas, steam, hydro),
generators, boilers, emissions reduction systems, and control systeins, as well as a {ull range of services including
plant modernisation, maintenance and long-terim operation.

In fiscal year 2002, our Power Scctor reported sales of € 12,976 million (cquivalent to 553% of ALSTOM
sales), and as of 31 March 2002, had 49,097 employees in over 50 countries (41% of ALSTOM's total

cmployces).
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In the table below, the figures for fiscal year 2000 comprise 50% of the former ABB ALSTOM Power. For fiscal
year 2001, the figures comprise 50% of the former ABB ALSTOM Power for the period from 1 April to 11 May
2000, and 100%: for the period from L1 May 2000 to 31 March 2001.

Year ended 31 March
2009 2001 2002

(in € millien, except employees)

Orders 16CeIVEd . ..ot e 5,569 11.502 11,033
SalEs o 4471 12,040 12,976
Operating INCOMIE . .. oot e 117 448 572
Research and development eXPenSes ... .oov vttt 190 370 349
Capital expenditures . ... ..o 254 326 286
Employees ... 26,107 48,219 49,097

The following table sets Torth the breakdown of sales by cach of the Power Scetor’s Scaments for fiscal year

2002:

Yeur ended 31 March 2002

Gas Turbine .. 25%
Steam Power Plant ... 23%
Boilers & Environment ... ..o e 16%
CUStOMEr SOIVICE ottt i e e e e 21%
Industrial Turbine . .o 9%
Hydro Power ... 6%
Ot oo e 100%

The following table sets forth the geographic breakdown of Power Sector sales for the periods indicated:

Yecar ¢cnded 31 March
2000 2001 2002

European Unfon ... o 31% 234 186G
of which

Brance .o e 7% 4% 3%

UK o 10% 5% 36

GEOIIMANY .« .ottt e e 5% 3% 2%
Restof BUrope ... 8% 7% 7%
NOFh AIICTICA « o e e e e 25% 35% 36%
of which

U 2% 28% 26%:
Central & South AmCriCa .. oo oo e e e 5% 4% 7%
ASTA PaCH I L o 19% 22% 236,
Africa/Middle Bast . ... e 12% Q% 9%
] € PP 100%  100% 100%:

Industry characteristics

The world’s installed power generation capacity currently stands at over 3,500 GW. In fiscal year 2002,
conventional steam technologies represented approximately 52% of installed capacity, hydropower 219, nuclear
11%, gas turbines 14%, and others 2%. As gas turbines continue to dominate new orders. we expect that gas will
become 4 more significant part of the installed base.
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Demand for power gencration equipment lends to be driven by a varicty of complex and inter-related
factors, notably:

* [iconomic growth;

*  Deregulation and liberalisation;

¢ Globalisation;

* Environmental concerns; '
¢ The need for replacement and refurbishment of aging plants; and

¢ Fossil fuel prices.

Economic Growth. Responding to growth in demand for electricity, global demand for power generation
equipment has tended (o be strongest in those regions where cconomic growth is high. Historically, there has
been a strong correlation between growth in the installed base of power plants and worldwide real GDP growth,
although on a short term basis power generation demand can fluctuate significantly. We believe that power
generation demand is also driven by changing consumption patterns that favour electricity as a power source,
inctuding the development of computers, telecommuuication products and mere clectricity-based transportation.

Following a period of intense growth of investment in energy infrastructure in the US from the late 1990°s
into 2002, which we refer to as the “gas bubble”, in the second half of fiscal year 2002 the cconomic slowdown
in the US and evidence of increasing capacity as a result of ongoing power plant construction triggered a sharp
decline in orders for power generation equipment. Developers have alse started to cut capital investment to
strengthen their balance sheets following Lnron's collupse. We belicve that pockets of demand still exist,
however, due to gridlocks in the US transmission and distribution infrastructure,

Deregulation and Liberalisation. Dercgulation and liberalisation of electricity markets have transformed
our customer base and also impacted demand, especially in North America, where demand for new power
generation equipment comes principally from merchant developers, which are private power plant operators that
sell their electricity independently. Besides driving new investiment, liberalisation has resulted in considerable
price pressure on power plant costs over the last decade and has led to a need for more efficient and
environmentally-friendly plants with higher operating profitability. In deregulated markets. the allocation of
technical and financial risks has also changed, with more risks currently being supported by suppliers such as
ALSTOM.

The reles and requirements of traditional utilities, independent power producers (IPPs) and other actors in
the industry are converging [urther as the clectricity market becomes increasingly compelitive. Additionally,
numerous mergers are taking place among utilities in the US and Durope. Large national utilities, following a
period of low investment whilst liberalisation changed the market rules in their respective home countries, arce
currently re-deploying thieir assets internationally.

In addition, the end-consumer is beginning to influcnce market demand. With increased choice as a result of
liberalisation, there is growing interest in distributed power and cleaner, cnvironmentally-fricndly power
generation.

Globalisation.  Supplicrs with global capabilities, such as ALSTOM, are well placed to serve customers
who are themselves becoming more global. This globalisation has also helped suppliers to cope with major shifts
in regional demand. For example, the decrease in investment in power plants in Asia since 1998, following more
than 10 years of continuous growth in the region, was offset by the upsurge in demund from the US during the
gas bubble. Europe and Latin America have had generally consistent demand overall and are also showing signs
of growth in demand.

Lnvironmental Concerns.  Concerns about security of energy supply combined with increasing pressure to
reduce greenhouse gas emissions are reviving discussions on new nuclear power stations. More generally,
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cnvironmental concerns are creating demand for clean-coal technologies, which allow inexpensive, low-grade
coal to be used as fuel whilst minimising emissions (mainly in Eastern Europe and Asia, but also in the US). In
addition, the “Clear Skics” initiative recently announced by the Bush administration in the US set ambitious
targets to reduce emissions from power plants.

In addition, environmental concerns, higher.fossil fucl prices and government subsidies are making
renewable energy a potentially viable option for small-scale generation. This is most noticcable in wind
generation. Demand for large hydro projects exists mainly in Asia and South America, where a large number of
natural sites have not yet been exploited, whilst refurbishment and mini-hydro markets are developing rapidly.

Replacement and Refurbishment of Aging Plants. In recent years, demand for maintenance and
refurbishment has been strengthened by a general trend among power producers to increase efficiency, lower
operating costs and extend the useful lives of their existing plants. This increase in demand (o upgrade facilitics
has particularly benefited original equipment suppliers, and we believe it will be a significant source of future
growth for the Power Sector due to its large installed base.

Fossil Fuel Prices.  Determination of plant type, particularly the choice between gas-fired and coal-fired
plants, is determined in part by the medium and long-term anticipation of the relative cost of fuel. Demand for
coal-fired plants fluctuates with the anticipated relative cosl of gas as compared to coul. Better plant economics
combined with reasonable natural gas prices and environmental concerns have favoured gas over coal as fuel in
recent years. However, tighter natural gas supply resulting from higher demand and increasing concerns about
security of cnergy supplies could make the construction of new coal-fired plants a more viable option.

Power Strategy

In order to boost our position in the competitive global market, Power continues to focus on a series of
mieasures to improve our market position and produoct quality. Power’s key stralegics are as follows:

* Increasing our emphasis on operational cfficiency by reducing our cost structure, enhancing cash
management and focusing on quality and process improvements. In addition. implementation of the
Quality Focus 6 Sigma programme — an operational exccllence programme central to Power's
performance improvement strategy — is being accelerated to increase on-time delivery of high-quality
products and services to custorners:

* Focusing on high-growth/high-margin activities, such as service, including information technology
solutions, industrial gas turbines and emissions reduction products and services;

*  Given the importance of new orders in the marketplace. we are strengthening our technological
cxpertise in heavy-duty gas turbines, notably through a leng-term technology agreement we have
cntered into with Rolls-Royce: and

Increased spending on gas turbine-related research and development will be directed to the enhancement
of existing products and the developmient of new competitive products in this area in the medium and
long-term.

Competitive position

The power generation equipment market has been characterised in recent years by industry consolidation
among the main suppliers. We are a world leader in many of our power activitics such as steam turbines, boilers
and hydro power, and have the largest installed base of power generation equipment of any supplier (based on
data released by McCoy 1998-2000, and Utility Data Institute of the US (UDI), a subsidiary of McGraw-Hill, in
2001). According to the same McCoy data, we were ranked number two globally in gas turbines below 15 MW
and number three globally in gas turbines over 1S MW for 1998-2000.

In gas and steam turbines, we compete mainly against two other major groups: General Electric and
Siemens, and to a lesser extent, the Japanese groups Mitsubishi, Toshiba and Hitachi. In the wility boiler and
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emissions control products markets, we compete with several other players. In uiility boilers, our main
competitors are Foster Wheeler, Babcock Borsig Power and Babcock & Wilcox. In emissions control systems for
the power industry, our main competitors arc Babcock Borsig and its affiliates, Babcock & Wilcox, Lurgi and its
affiliates, Mitsubishi Heavy Industries (MHI), FLS Miljo, Wheelabrator and Hamon/Rescarch Cottrell. In
emissions control systems for industry, Foster Wheeler, Black & Veartch, [HI. Kawasaki Heavy Industries and’
Rafake compete in selected areas. In the hydro power market our main competitors are Voith-Siemens, VA-Tech
and General Electric Hydro.

The success factors in the power generation industry are principally technology, quality, cost, size and
international presence. Our competitive strengths include our leading imarket position in a number of
technologies (for example, steam turbines and industrial gas (urbines), our size and extensive geographic
presence (a global marketing and sales network in more than 70 countries), our broad range of products and
services covering the full range of power generation technologies, as well as our considerable experience with a
large installed base of all types of power plants in every major market in the world (including the US).

Based on internal estimates, we believe the overall world power generation market was approximately
$125 billion in calendar year 2001. Approximately 48% of this market consisted of new equipment sales, whilst
approximately 36% represented service (counting only outsourced service activitics. and not those conducted by
utilities themselves). The rest of the market consisted mainly of civil construction works. We believe that the
service market is growing rapidly, driven by increased trends towards outsourcing and the large volume of older
plants, particularly coal plants, in need of modernisation.

Activities — Segments

As of 31 March 2002, Power had 50 manufacturing sites and major service centres globally, with main
locations in France, UK, Germany, Spain, Switzerland, Sweden, Poland, the Czech Republic, the US, Canada,
Brazil. China and India. As of 31 December 2001, we had installed the equivalent of approximately 18.5% of the
world's power generation capacity (over 650 GW) according to UDL We believe this installed base will be key
in securing higher-margin spare parts and customer service or support sales in the future.

Power offers a comprehensive range of power generation cquipment and services, unique in the industry.
This broad scope of supply increases market tlexibility and the ability to balance the business with changing
market demands.

The Power Scctor is currently organised into the following six Scgments:

¢ Gas Turbine:

¢ Steam Power Plant;

¢ Toilers & Environment;

¢ Customer Service:

*+  Industrial Turbine; and

* Hydro Power.

Gas Turbine
Power’s Gas Turbine Segment supplies the following products and scrvices:
*  Gas turbines ranging from 50 mega-watts, or MW, 10 262 MW,

Turnkey power plants (enginecring-procurement-construction) for simple cycle and combined cycle
applications (standardised and tailor-made solutions); and
* Re-powering services.
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The Segment’s main markets are Asia, Latin America and Europe. In fiscal year 2002, the Gas Turbine
Segment represented 16% of the Power Sector’s orders.

Our gas turbine product range includes various products, with output from 58MW for the GT8C2 unit to
262 MW for the GT26, our largest unit. As part of our strategy for fiscal year 2002, we have successfully
refocused our sales efforts on a number of our mid-range gas turbine engines with proven track records,
particularly the GT1IN2 and GT13E2 machines. We received orders for € 1.4 billion in fiscal year 2002 for our
principal mid-range gas turbines (G113 and GT11) in Brazil, Malaysia, Bahrain and Australia.

In fiscal year 2002, a ceatral focus was to continue to address problems with our GT 24/26 gas turbines. For
further information regarding the GT 24/26 issue, please see “‘Operating and Financial Review and Prospects™.
Because of technological and developmental problems associated with these gas turbines, we did not benefit
greatly from the gas bubble in the US. During that time, however, we did benefit from (he boom in combined-
cycle plants through the sale of steam turbines and [Heat Recovery Steam Generators (FIRSG). As a result, we
believe we have limited exposure to project cancellations as a result of the termination of the gas bubble and the
current economic conditions in the US. We are currcntly re-emiphasising our sales cfforts on both the G124 and
GT26, whilst work is on-going o re-design certain components of the machines and obtain performance
improvements.

In pursuit of our goal to continuc to strengthen our technological expertise in heavy-duty gas turbines. we
entered into an agreement in February 2002, which enables us to use Rolls-Royce acro-engine technology in the
development of our heavy-duty gas turbine product range. This agreement will provide us with access to Rolls-
Royce’s technical base, notably very high temperature technologies, advanced aecrodynamics and very high
strengtivhigh temperature materials. Through this agreement, the expertise and knowledge gained by Rolls-
Royce in developing its globally-recognized aero-engines (which use the same base technology as gas turbines)
will be applied to our heavy-duty gas turbines to improve cfficiency, power output and durability. We belicve
that access o these enhanced technology solutions will strengthen our position in the heavy-duty gas turbine
market and lead to economies of scale in our R&D spending. The agreement is also expected to accelerate over
the medium term the introduction of new products in this area. In addition to technology access, Rolis-Royce
may also provide engineers to assist us in the application of technology on specific developmient projects. fFor
example, a joint design team is currently in place in the Power Scclor’s Derby oftice in the UK.

Steam Power Plant
The Steam Power Plant Segiment supplics the following products and services:
*  Steam turbines from 100 MW to 1,560 MW, including turbines for combined-cycle gas fired plants:
¢ Turnkey fossil-fired power plants and conventional turbine islands for nuclear power plants;
*  Turnkey steam add-ons converting single-cycle pas-fired plants to combined-cycle;
*  Standardised range of turbo-generators (40-1,500 MW) and large air-cooled generators up to 400 MW,
*  Electrical and control systems for all types of plants: and
¢ Retrofit and rchabilitation services.

The Segment’s main markets are the US and Europe. In fiscal year 2002, the Steam Power Plant Segiment
represented 12% of the Power Sector’s orders.

This Segment has recently been the focus of a major restructuring programine, announced in 1999, which is
now in its final phase of implementation. The aim of this programime was (o reduce overcapacity in the steam-
related business. As a result, employee numbers in the Segment as well as in the Boilers and Environment
Segment have been reduced by a combined total of approximately 10,000. We are also currently focusing on a
single technology for large steam turbines.
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Until recently, this Segment benefited from the gas bubble in the US through the supply of steam turbines
and generators for gas-fired combined-cycle plants. We are a leading manufacturer of steam turbines, having
supplied close to 27% of steam turbines for combined-cycle plant applications ordered worldwide in the 1998-
2000 period, according to data published by McCoy.

During the past year, the turnkey market has been slow, but the downturn has been partly offset by a high
order intake for direct turbine and generator orders, mainly in the US. We sold a total of 50 steam turbines during
fiscal year 2002, confirming our leading position in this market. In Chile, a turnkey order was reccived to convert
the Nehuenco IT power station to combined-cycle operation. Major orders were also won for steam turbine
retrofit in Canada, the US, Ttaly and India. Other significant orders were registered in Poland for rehabilitation of
the Turow power plant and a supercritical unit at Patnow.

In clectrical and control systems, where the Segment is 2 leading player according lo a report published by
ARC Advisory Group in 2001. we focused particularly on developing the steam turbine and generator control
business. Several contracts were also secured for electrical systems for emergency dicsel generator sets in nuclear
power plants in Taiwan and Romania.

In addition, more than 120 generators were ordered during the year, including one TOPAIR 25, a recently
launched generator based on our superior air-cooled technology.

Boilers & Enviromment

The Boilers & Environment Segment supplies the following product and service range:

¢ Advanced sub-critical and advanced high-temperature supereritical boilers up to 1,000 MW,

¢ Circulating Fluidised Bed boilers, which allow low grade fuels to be burned whilst minimising
crmissions;

¢ Heat recovery steam generators for gas turbines in combined-cycle and industrial applications:

*  Mills, firing equipment. air pre-heaters, condensers and heat exchangers:

*  Clean coal technologies designed for low-grade/waste coal:

*  Asset enhancement (retrofit and rehabilitation services):

¢ Energy recovery products for petrochemical processes:

*  LEmissions control systems, which are products, systems and services that reduce the adverse
environmental impact of a wide range of industrial processes (power plants, waste incineration, pulp and
paper plants, metal plants, cement plants, oil refinerics and chemical factories);

*  Waste-to-energy systems for municipal and industrial applications; and

¢ Environmental management and consultancy services,

Demand for the Boilers & Environment Segment’s products has been strongest for heat recovery steam
generators in North America, China, India and Europe, and an important market for equipment and plant
enhancement is cmerging. In fiscal year 2002, the Boilers & Environment Segment represented 22% of the
Power Sector’s orders. In addition, demand for emissions control systems has benefited from increased
environmental regulation.

We are one of the world’s leading boiler manulacturers according to data published by McCoy in 1998-
2000, and supply a wide range of encrgy recovery and emissions control systems able to reduce emissions below
levels stipulated by the most demanding environmental regulations.

During fiscal year 2002, the Boilers & Environment Scgment benefited from renewed interest in coal-fired
plants in the US. The Segment was notably awarded & major contract to design, supply and build a 268 MW
power ptant in Kentucky based on its world-leading Circulating Fluidised Bed (CFB) clean coal technology. The
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project will also leverage the Segment’s emissions control systems expertise by including a system which integrates
several flue gas desulphurisation functions into one unit and will allow the plant to achieve nearly 98% sulphur
dioxide (SO,) removal. A major contract was also awarded in Italy to cngineer, design and supply a similar CFB
boiler for a project in Portoscuso, Sardinia. Producing over 300MW of clectricity, this will be the largest CFB in the
world when completed, according to information published by McCoy for the 10-year period ended in 2000. Sinilar
CFB plants are currently under construction in Mississippi, US, and in Guayama, Puerto Rico.

In North America, demand for boiler upgrades continued to be strong in fiscal year 2002, with the Segment
winning a large number of orders. Deinand was particularly strong for pressure part replacements/upgrades and
retrofits of [firing systems to significantly reduce nitrogen oxide (NOx) cmissions. Substantial orders were
received for boiler rehabilitations in the Middle East and Latin America.

Our Energy Recovery Systemws and Heal Exchange Businesses performed well, the latter winning its largest
single order to date for the supply of equipment to a power plant in Taiwan. The Environmental Control Systems
Business also registered a major order for the supply of a Sclective Catalytic Reduction system in the US.

We are a leading supplier of large Heat Recovery Steam Generators (HRSG), with orders booked for over
50 large HRSGs for gas-fired combined-cycle and cogeneration plants mainly in the US. Many of these units
have a high degree of supplemental duct firing (a method to increase the output of a combined cycle plant) and
are installed in plants using gas turbines supplied by us and our competitors.

We sold or closed down the French portions of our waste-to-energy business in [iscal year 2000.

Customer Service

The Customer Service Segment promotes the service activities relating to the Gas Turbine, Steam Power
Plant and Boilers & Environment Scaments and promwotes services 1o customers in all geographic markets. In
g p geograp
particular this Segment supplics the following product and service range:

* Porifolio of services from spare parts and ficld services to full operation and maintenance packages;
*  Refurbishment and modernisation of existing plants;
* Technical consultancy services:

* Tuilor-rade services und “value packages™ (integrated solutions designed (o achieve improved plant
availability and reliability: improved plant efficiency and capacity: lower production costs and
environmental compatibility}: and

¢ New service development.

The Segment’s orders and sales volumes are generally divided equally between the US, Europe and the rest
of the world. The Segment has grown significantly since 1999, when it was first established as a separate
Segment. In fiscal year 2002, the Latin American market also developed strongly with the booking of several
large contracts. In fiscal year 2002, the Customer Service Segment represented 28% of the Power Sector’s orders.

The Customer Service Segnient was established to increase our service business and to gain a sustainable
competitive advantage through dedicated resources. The Segment’s regional structure, embracing 20 Service
Execution Centers (SECs) and over 50 Local Service Centers (I.SCs), ensures that the Segment operates as close
as possible to its customers.

The strategy to move towards plant services with the objective of becoming an integrated service provider
has enabled the Segment to quickly follow and adjust to the dynamics of the power service market. Traditional
services such as parts supply as well as product and system maintenance have heen complemented by long-term
service coniracts, including plant assessment services (ECORAM), and support in Operation and Maintenance
management (O&M).
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The Internet also continued as a strategic focus during the past year for this Segment. Our Customer Service
Portal (www service.power.alstom.com) has been developed for online transactions and information sharing.
Customers can use the portal to receive news and technical information, to request quotes, lo order parts and
services, to view inventory status and to plan outages. Over 1,000 users are now registered representing 391 plant
sites. Around 16% of all our transactions in the US are now handled via the Customer Service Portal.

In fiscal year 2002, we received more than 100 new long-term service contracts. As a result of these new
Q&M contracts, the Segment currently has over 20,000 MW under contract.

Industrial Turbine
The Industrial Turbine Segment supplies the following products and services:

*  QGas turbines up 0 43 MW and steam turbines up to around 100 MW [or oil & gas production and
distribution, industrial power generation, co-generation, combined cycle. mechanical drive and marine
propulsion applications;

* Power plants (turnkey contracting and service);
*  Retrofit, rehabilitation and gas turbine service (up 10 43 MW turbines): and

¢ Pre-insulated pipe systems and networks (district heating and cooling, oil and gas).

This Segment’s main geographic markets are Europe, the Middle East and North America. In fiscal year
2002, the Industrial Turbine Segment represented 14% of the Power Sector’s orders.

In fiscal year 2002, we saw strong growth in this Segment. with sales of approximately 120 gas turbines and
S0 steam turbines. The Segment performed particularly well in the oil & gas market, with orders for 50 gas
turbine compressor scts in Iran and 15 Tornado pump scls in Algiers.

The first two operational 13 MW Cyclone gus turbines were commissioned during fiscal year 2001. Orders
for this machine currently total 30. This high-cfficiency turbine has demonstrated excellent emissions
characteristics by using dry low NO, combustors. During fiscal year 2002, 10 Cyclones were sold for power
generation and mechanical drive, including four for the US and two for UK gas transmission.

A total of 16 43MW GTX100 gas turbines have been sold following the machine’s introduction in fiscal
year 2002. An order was also received to supply four such machines together with two steam turbines for 4 new
225 MW combined cycle plant in Moscow. Additionally, the inauguration of the first GTX100 gas-fired
combined-cycle plant teok place at Helsingborg in Sweden during the period.

The opening of our Houston industrial gas turbine packaging facility in fiscal year 2002 signalled our
commitment to further strengthening our presence in the North American market. In fiscal year 2002, a new test
facility was also opened there and 18 gas turbines were sold. Another gas turbine test facility was also opened in
Finspong, Sweden, equipped for dual fuel testing, with the primary purpose of testing the 30 MW GT10C. The
GT10C has undergone extensive performance testing, successfully reaching full load whilst achieving low
emissions.

We are also focusing on biomass fuel, which could become increasingly important due to environmental
concerns. Two 20 MW turnkey biomass projects, using the expertise of our Roilers & Environment Segment,
were awarded in Germany in (iscal year 2002,
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Hydro Power
The Hydro Power Segment supplies the following product and service range:
¢ Hydraulic turbines and pump turbines up to 800 MW,
*  Hydro generators up to 800 MW,
¢ Generator motors, salient pole generators, gates and valves:

¢  Turnkey contracting including control systems covering the complete range of plants from 2 MW (o
800 MW;

* Refurbishment of hydro power plants; and

¢ Water pumping stations and hydromechanical equipment for water transportation.

The Hydro Power Segment has a global manufacturing network in countries with high hydro power
potential such as Canada, Brazil and China, where the market for new hydro power plants was particularly strong
this year. Iu fiscal vear 2002, the Hydro Power Segment represented 8% of the Power Sector’s orders.

We are the leading supplicer of hydro power cquipment and services worldwide according to data published
in 2001 by UDI, a subsidiary of McGraw-11ill.

The Segment’s scope has widened following the integration of the Water Business from the former
Contracting Sector, and we now offer a [ull range of equipment and scrvices in the hydro market, together with a
full range of pumping equipment for the transport and control of water.

&c¢ ol pumping equip p

In fiscal year 2002, major orders included a turnkey contract for a 708 MW hydro power plant by Grupo de
Empresas Associadas de Barra Grande in Brazil, and a pumping station order at Beni Haroun in Algeria. In the
US, an order for the Rocky Reach hydro power plant refurbishment was received from Chelan County, and in
Canada a contract for the complete refurbishment of the Qutardes 3 power plant was awarded by Hydro Quebee.
The Segmen( also recorded a breakthrough in the after-sales market. with Operations and Maintenance contract
awards for the Sunta Clara project in Brazil (five years) and the Beni Haroun hydro power plant in Algeria (len
years). :

The Hydro Power Segment also recently launched a new range of mini-hydro products, named
Mini-Aqua'™ (2-15MW). Since its introduction in June 2001, S5 orders have been reccived and market demand
for these products continues 10 grow.

Research & Development

R&D has been, and continues to be a strategic priority in the Power Scctor. Power's R&D programmes
focus particularly on gas turbines and more generally on anticipating customer requirements for low life-cycle
cost, environmentally-friendly solutions with shorter delivery times. Our emphasis on new product and
technology developments continues to be price competitiveness (notably through design standardisation).
enhanced product efficiency and performance, and reduced adverse environmental consequences.

In fiscal year 2002, work continued on developing comumon cross-Segment control systems and on
development and enhancement initiatives in the field of gas turbines. More particularly, R&1D) in the Power
Sector focused on the following in fiscal year 2002:

¢ Continued operating improvement relating to the G 24/26 gas trbines:

The use of Rells-Royce’s aero-engine technology in the development of our heavy-duty gas trbine
product range through access to enhanced technology solutions ~— very high temperature technologies,
advanced aerodynamics and high strength/high-temperature materials; and
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¢ Further improvements in the environmental performance and cfficiency of our products, such as
development of new clean coal combustion processes. We are working on advanced power plant
concepts with the goal of making future coal plants up to 50% more cfficient by oplimising steam
cycles, plant performance, boiler design and operating costs.

For customer service, our research and development focus has been on development of differentiating
products and services in anticipation or responsc to customers’ key drivers, including improvement packages,
advanced repair solutions, upgrade packages, component life-time optimisation, retrofit products, on-site repair
capabilities and monitoring and diagnostics.

In addition to the foregoing, we continue to work on new technologics in co-operation with a narnber of
universities. These technologies are currently concentrated on four main areas:

¢ High efficiency cycles;

¢ Advanced electrical insulation materials;

* Instrumentation and contrel; and

*  Mitigation of emissions, including CO,.

Significant orders
The table below sets forth the most significant orders reccived by the Power Sector as of 7 May 2002:

Customer Order

Fiscal Year 2003
Gas Turbine
Gaz de France (France) ... .0 Combined Cycle power plant

Fiscal Ycar 2002

Gas Turbine

Petrobras, Petroleo Brasilero SA (Brazil) .. .. 3xGT1I N 2-2 Cogen Gas Turbines

Technology Tenaga Perlis Consort (Malaysia) 1xGT 13 E2-3 Combined Cycle

Ministry of Electricity & Water (Balirain) ... 1xGT 13 E2-3 Combined Cycle

Senoko Power (Singapore) .. ... ... 2xGT 26-1 Combined Cycle

Western Power Kwinana (Australia) ..... .. 1xGT 13 £2-1 Combined Cycle

Electricity of Vietnam (Vietnam) ....... ... Conversion to combined cycle plant

Petrobras, Petroleo Brasilero SA (Brazily . ... 2xGT 11 N2

KHIMitsui (Brazil) .................... 2xGT 11 N2

Steam Power Plant

Elektrownia (Poland) ................... 1x260MW steam turbine generator sets

Mirant(US) . ... ... .o . L. 4x250MW steam turbine generator sets

Elektrownia Turow (Poland) ........... ... Upgrade stecam turbine plant (Unit €)

Llektrim Megadex SA (Poland) ........... Steam turbine rehabilitation

Colbun (Chile) ............. .. ......... 1x135MW steam turbine generator set

Connective Mid Merit Inc (US) ........... 2x260MW steam turbine gencrator sets

Southern Energy (US) . ... o0, 2x280MW steam turbine generator sets
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Custonier Order

Boilers & Environment

Reliant Energy (US) ...... e 2x250MW CFB Boilers

East Kentucky Power (US) .................... 1x268MW CFB Boiler

NEPCO/Panda (US) ... ..o, 8x Heat Recovery Steam Generators

SC&G Williams (US) ... Instatlation of Selective Catalyst Reduction technology
ENEL (Italy) ... 1 x 300MW CFB Boiler '
Wngmen (Taiwan) ...............o oo i 2 Condensing units for nuclear power plant

Customer Service

Companhia Hidroelectrica do Sao Francisco (Brazil)  Gas turbine service
Technology Tenaga Perlis Consort (Malaysia) ... .. Gas turbine service
Midlothian Cogen (US) ........ ...t Operation & Maintenance

Industrial Turbine

National Iranian Gas Company (Iran} .. ........ .. 15x24.6MW Gas Turbines (15xGT10)
General Aviation AG (Russia) ................. 2x43MW Combined cycle plant 2xGTX100)
Spic Capag (Algeria) ... o oL 15x6.75MW Tornado Gas Turbines

E-on Kraftwerke (Germany) ... . ... 2x20MW Biomass plants

Cityof Vernon (US) ... oot 2x43MW Combined cycle plant (2xGTX 100)

Hvdro Poser
Grupo De Empresas Associadas de Barra Grande

(Brazil) ... o F08MW Hydro Power Plant
Chelan County (US) ... ..ol Installation of 7x 117MW Generator Stators and Rotors
Hydro Quebec (Canada) .......... ..., Complete plant rchabilitation
National Agency of Algerian Dams (Algeriay ... .. Pumping Station

TRANSMISSION & DISTRIBUTION

The Transmission & Distribution Scctor (£&D) provides products. equipment and services for the medium
and high voltage markets. Transmission & Distribution products and services cover the total range from design
through equipment and systems supply to global support.

In fiscal year 2002, T&D had sales of € 3,164 million (13% of ALSTOM’s total sales). and as of 31 March
2002, had 27,736 employees in over 40 countries (23% of ALSTOM's total employees). The following table sets

forth selected financial information as well as the number of employees of T&D for the periods indicated:

Yecar ended 31 March

2000 200 2002

(in € million, except emplovees)
Ordersreceived ..o 2,532 2,882 3,210
Sales L 2.649 2792 3.164
Operating INCOIME . .. .ttt e e 233 235 203
Research and development expenses . ...t .. 117 97 106
Capital expenditures ... ... . e 73 75 6l
Employees ..o 26,629 26,384 27,736



The following table sets forth the geographic breakdown of T&D's sales for the periods indicated:

Year ended 31 March
2000 2001 2002

FEuropean Union .. ... e 2% 2% 3%
of which

Prance .. ... O B 13% 11% 10%

UK o 5% 6% 6%

GEIIANY .« . ot e 17% 15% 13%
Restof Europe ............. e 7% 6% 6%
North America ............. e 14% 17% 17%
of which

S 4 8% 10%
Central and South Amierica ... .ot 84 7% 84
ASTa A I o 16% 17% 19%
Africa/Middle Bast .. ..o ﬁ% _&% _)’%_‘7'
T Otal . e 100%  100% 100%

Industry characteristics
Demand in the power transmission and diswibution indusury is driven by numerous factors, namely:
¢ Lconomic growth,
¢ Deregulation; and
¢ Environmental concerns.

Economic Growth. Demund is closely correlated with the increase in the gross domestic product and
refated investment in the power generation scclor. We expect that the recent inflow of investment in the US
power generalion industey will be followed by an increase in the demund for transmission cquipment, as a result
of the need there for expanded transmission capacity.

Deregulation.  Long-term development of the T&D market has been heavily impacted by the progressive
deregulation and privatisation of the energy macket. This deiver is reshaping market structures differently from
one region to another, from one country to another and cven from one customer to another. Deregulation has led
1o the unbundling of the transmission and distribution customer base, as independent, specialized and oflen
privatized companies have in many countries replaced integrated, heavily regulated wilities. These new actors
are focused on operating cefficiency and cost reduction. Additionally, by permitting.the creation of energy trading
markets, deregulation has led to the creation of regional clectricity markets, creating the need for interconnection
equipment between local transmission and distribution networks. Deregulation has also prompted, we believe,
increased development and sales of power generation equipment, which we expect will be followed by increases
in transmission investment.

The world-wide deregulation process is now well advanced. Whereas ten years ago the energy industry of
only three countries was dercgulated, loday we estimate that 32 countrics have started the deregulation process,
representing approximately 62% of the world’s generation capacity. Deregulation is most advanced in North
America, as well as in parts of South America and Western Europe, whilst ather cauntries are only just beginning
the process, notably in Asia (China, South Korea), central Europe (Czech Republic, Russia, Romania and
Bulgaria), the Middle East (Egypt) and Africa (Algeria, Kenya),

Envirenmental Concerns.  Concerns over the visual impact of new transmission lines {avour solutions that
permit greater energy flows through existing infrastructure, thus avoiding the need to build new lines. Likewise,
certain insulating materials traditionally used in the industry are no longer considered appropriate, leading 1o a

need to replace installed equipment.
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As aresult of these industry characteristics, customers have become morc cost conscious, while competitive
pressures increase. There are, however, new market opportunities, such as:

Modernisation and upgrading of existing networks. Power grids in many parts of the world will need to
upgrade significantly as posi-privatisation conditions generale a demand for improved power quality
and efticiency. We expect that demand for higher value-added products and services such as network
automation and power quality solutions will increase as deregulation progresses:

Increased access to service segment. As new custoners attempt to optimise their return on investment,
they increasingly outsource activities such as engincering, maintenance and project management to
transmission and distribution specialists. In addition, these customers increasingly require value added
services such as technical consulting, network design and planning; and ‘

Development of energy trading. The unbendling of electricity gencration requires metering equipnient,
energy management sofiware systems to monitor and manage flows, exchange and clear transactions.

T&D Strategy

In line with its market positioning as a leading solution-provider, T&D intends to implement a three-fold
strategy as fotlows:

Strengthen core aclivities in order (o sustain competitive advantage on conventional T&D products. This
consists mainly of improving the current profitability of conventional products, through product, cost
and manufacturing base rationalisation. Tn addition, we are building foundations to grow in new market
segments, and {illing minor gaps in our product portfolio:

Grasp growth opportunities in the new, extended T&D markel scope by developing valuc-added
services and systems activities. This includes growing our information technology. developing network
consultancy and building a field service activity: and

Expand geographically and re-deploy the sales force 1o adapt coverage to market potential and leverage

the Sector’s strength on a world-wide basis. This requires re-balancing presence to growing markets,
including, more particularly, the US and China.

T&D Reorganisation

To implement this strategy, we implemented a new organisation in fiscal year 2002. This new organisation,
supported by an internal change progranune, “T&D On the Move,™ is based on the following:

An International Sales and Country Organisation (ISCO) which provides customers with a single point
of contact for ail of our T&D products and services, whilst improving access of our rationalised
manufacturing base to world-wide markets;

Qur reorganised Businesses, each as described below, which provide a wide range of T&D products and
services for the energy supply chain — tansforming voltage, switching, protecting, mcasuring,
managing encrgy flows and interconnecting networks; and

Supporting functions, such as Strategy, Communications and Finance, which provide cohesive support
across T&D, ensuring control of costs across the Businesses.

Comnpetitive position

T&ID ranks among the top suppliers world-wide in the field of power transimission and distribution, with
leading positions in the ficld of high voltage, or HV, switchgear, protection and control and energy management
systemns. Our main competitors currently include ABB, Siemens, Schaeider, VA Tech and a number of Japanese
groups (Hitachi, Mitsubishi and Toshiba).

Based on internal eslimates, we believe the overall T&D market (including traditional sectors as well as
energy management systems, distributed generation, protection and control systems, network planning and
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field services) had sales ol approximately € 36 billion world-wide in calendar year 2001. We also believe that
the overall transmission and distribution market (including in Businesses such as Energy Management
Markets and Service) will grow steadily between 2001 and 2004. We anticipate the growth rates will vary
between the markets in which our Businesses operate, as higher rates of growth arc expected in the encrgy
management markets, service and protection and control, and in high voltage and medium voltage product
lines markets., We anticipate lower growth rates in high voltage switchgear, medium voltage switchgear and
power transformers markets. We also estimate uneven growth rates in different geographic markets in the
2001-2004 period, with growth in the Americas and the Asia/Pacific region probably stronger than in the
more mature European market. We currently estimate that the African and Middle-Eastern markets will
match average world-wide growth rates.

T&D is among the top suppliers on the market offering integrated solutions which are based on their own
product offering. Capitalising on world-wide coverage and expertise in all market segments, the Sector is able to
mect the needs of the market, whether customers act locally or trans-nationally.

Barriers to market entry remain high in the T&D Sector. These barriers include the necessity for products to
be qualified by the user, the need to demonstrate operational experience, and the conservative attitude of power
operators towards innovation. The final barrier is due mainly to the strategic nature of the reliability of power
transmission for national economies and concerns for safety. As a result, the T&D market is concentrated, with
the largest five players currently accounting for approximately S0% of sales. The market has also experienced
increasing consolidation in recent years.

Activities — Businesses

Since its creation, T&D has grown organically and by the acquisition of sclected activities with
complementary technologics and/or geogruphic markets.

Today, T&D benefits from global operations. For instance, in fiscal years 2001 and 2002 we sold our
equipment in more than 130 countries. The Sector is organised around 15 regions as part of the International
Sales and Country Organisation, and 86 industrial sites world-wide are managed under the eight Businesses
described below,

T&D operates in the following eight Businesses — four Product Businesses, three Systems Busincesses and
our Service Business:

Product Businesses

¢ High Voltage Switchgear;

*  Medium Voltage Switchgear;
*  DPower Transformers; and

* Protection and Control.

Systems Businesses

+ Transmission Projects;

¢ Electrical Distribution Systems; and
* Energy Management Markets.

Service Business

*  Service

As of 1 April 2002, Protection and Control merged into Energy Management Markets, which remains a
Systems Business. On that date, Power Conversion, formerly a scparate Sector, was incorporated into T&L as a

Systems Business.
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High Voltage Switchgear

High Voltage Switchgear equipment regulates electricity flows within a transmission grid and is used in the
transmission of power from power plants to the distribution network before the voltage is stepped down for
distribution to end vsers. The High Voltage Switchgear Business offers a complete range of:

*  Air insulated switchgear;

*  QGas insulated switchgear; and

* Instrument transformers (conventional and optical designs).

This Business is focused on winning orders in the higher growth markets in Asia and the Americas. In fiscal
year 2002, notable orders received were: in China and Indonesia, for our new generation of S00kV circuit
breakers and disconnectors; in Brazil, as part of that country’s network reinforcement programme; in Mexico, for
4007220 kV switchgear; and in the US, for dead tank circuit-breakers. The GIS design, which is a compact high
voltage switch that manages the flow of power in a transmission substation, received large orders for 220/143 kV
substations in the Middle East (for the Abu Dhabi, Qatar and Oman electricity utilities), as well as 145 kV
substations for the UK network.

Medium Voltage Swiichgear

This Business focuses cssentially on medium voltage switchgear and distribution transformers. Medium
voltage swilchgear regulates. the flow of power on the distribution network before it is stepped down o a low
voltage level for the end-user. Distribution transformers are used at the end of the distribution process to step
down power from high voltage to lower voltage levels for the end-user. The Medium Voltage Switchgear
Business provides low and medium voltage products, pre-engineered and industrialised solutions featuring:

*  Medium voltage, or MV, switchgear and components for indoor and outdoor applications;

¢ Low voltage, or LV, switchboards;

* Distribution transformers (cast resin and oil immersed type):

* Instraments transformers and capacitors;

¢ Prefabricated substations; and

¢ MV solutions for underground or overhead line distribution networks with distribution automation
systems.

In fiscal year 2002, the Medium Voltage Switchgear Rusiness continued to develop in key growth markets
such as China, whilst retaining market share in countries such as France, where markets are declining slightly.

Power Transformers

Power Transformers are used to step up the voltage of the power generated by power plants to a voltage that
can be carried efficiently on the power network and subsequently to step down voltages to the levels of end-
users. The Power Transformers Business provides a techuology covering the complete range of power
transformers, including all types up to 800kV, including High Voeltage Direct Current (HVDC), transformers and
special transformers such as phase-shifters, reactors and traction transformers.

In line with our strategy to rationalise our product line and costs, the Power Transformers Business launched
an important programme of standardisation in fiscal year 2002, with the objective of improving production
output and lead times as well as reducing production costs. In line with this strategy, we intend to expand our
manufacturing in low labour cost countries, such as Turkey and Brazil.

We extended the global presence of the Power Transformers Business through the acquisition in April 2001,

of Ansaldo Coemsa S.A., a power transformer company in Brazil specialised in power transformer, auto-
transformer and shunt reactor technologies.
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Protection and Control

The Protection and Control Business provides equipment for power nctworks and substation protection,
control and monitoring featuring:

*  Protection equipment for HV and MV clectrical power networks;

*  Control products for electrical substations:

¢ Maetering products and power quality meters for electrical power networks;

¢ Substation control and monitoring systems for electrical substations; and

* Control systems for secondary distribution networks.

In June 2001, T&D acquired a leader in metering in the US, Bitronics Inc., thereby integrating the

transducers and instruments of this company into Protection and Control Business’ global presence and
reinforeing the Business® presence in North America.

One of the major achievements in Protection and Control in fiscal year 2002 was the completion of its
MiCOM® range, which includes protection relays and measurcment cquipment as well as the latest conuollers
and substation control systems for power system networks.

As discussed below, the Protection and Control Business merged into our Energy Management Markets
Business on | April 2002,

Transmission Projects
Transmission Projects’ runge of products, systems and scrvices concentrates on ternkey solutions and
packages for high voltage substations, conversion substations and transmission lines. featuring:
*  Design and construction of turnkey high voltage alternating current, or AC, substations;
*  Provision of high voltage direct current, or DC, links: und

¢  Transmission lines.

Electrical Distribution Systems

The Electrical Distribution Systems Business was created in fiscal year 2001, This Business provides an
organisation for delivering extended value solutions to industrial and commercial customers. The Electrical
Distribution Systemns Business offers systems and selutions in the electricity distribution and diswributed energy
markets featuring:

* Distribution substations;
*  Dower system projects and grid connections; and

*  Distributed power generation.

Energy Management Markets

The Energy Management Markets Business supplies equipment and information technology systems, including
computerised power management systems used Lo operate power transmission networks, determine custoner needs
and regulate the flow of power from power plants to the distribution network. In particular, the Encrgy Management
Markets Business provides information system solutions for deregulated energy industry applications, SCADA
systems (Jarge information technology control systems) and telecommunications equipiment for power lines featuring:

* HV networks management software;
* Low/medium voltage networks management software;
* Software applications for deregulated electricity industries (trading and sctilement);

*  Power line carriers;
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¢ Tcleprotections;

¢ System architecture consulting: and

* Application services provider.

In fiscal year 2002, this Business was among the market leaders in the delivery of strategic information
system solutions for operation, trading and security of energy infrastructures.

More than 55% of activity in this Business has been generated in North America, where local presence was
significantly reinforced in the wholesale and distribution energy market segment. Among its major contracts, the
Energy Management Markets Business delivered an integrated control centre system for the Midwest
Independent System Operator, a grid operator in the mid-west region of the US. This computer system operates
electric transmission systems that are owned by many different transmission owners and ensures reliable delivery

in the mid-western states of the US. The SCADA “e-terra®” platform, which is a supervisory control and data
acquisition system, has been adopled by major clectrical operators in the Middle-East, Asia/Pacilic and Brazil.
This Business also accelerated its penetration of the European deregulated energy market through the award

of significant contracts in Iceland and France.

On 1 April 2002, we merged the Protection and Control Business and the Energy Management Markets
Business to create a new Business, Fuergy Automation and Tnformation Solutions. The mission of this new
combined Business is to provide our T&D customers with information and automation systems, control and
protection products. and value-added services. The offerings of this Business will be customised to provide
efficiency and better monitor the energy infrastructure of our customers.

Service

The Service Business provides a global approach to service, built on network consulting, product service
and ficld service, featuring:

*  Consulting and expertise;

¢ FErection and commissioning:

*  Maintenance, including spare parts;

* Repair and emergency support;

¢ Rcenovation, rehabilitation, modernisation:

*  Operation, asset management; and

¢ Training.

In view of the growing “outsourcing market” which is developing as a result of the dercgulation of markets
worldwide, the Service Business, created in Aprif 2001, consolidates all existing T&D service resources
worldwide from ercction, commissioning and maintenance, to modernisation, rchabilitation. renovation, assct
management and consulting. The Service Business is focused on developing a fully-fledged service approach (o
the market, with a country-based organisation providing us with a presence in numerous locations world-wide.

In fiscal year 2002, this Business successfully developed long-term contracts in the UK, taking full
responsibility for the operation and maintenance of power supply systems and providing 24-hour, 363-day
service.

Research & Development

R&D efforts in the T&D Sector concentrate on the following main challenges:

* The reduction of the manufacturing and operating costs of our traditional products to keep them
competilive;
¢ The deregulation of energy markets; and

¢ The development of environmentally-friendly solutions.
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Significant orders

The majority of T&D’s sales in fiscal year 2002 were achieved through a high number of small orders,
generally carried out in less than a year. The table below sets forth & representalive sample of major projects as of
7 May 2002, many of which involved more than one Business from this Sector. The estimated contract value of

these projects ranges from € 15 million to € 50 million.
National Grid Company (NGC), West Midlands
Upgrade (UK) ...,
Power Grid (India)
ENELPower Spa ( Ras Laffan power station) (Qatar) . .
Aqualectra Curagao N.A (Carribean Istand of Curagao)
General Electric & Water Corporation (New Trade
Centre) (Qatar)
PLN, Indonesian Utility (Indonesia) ...............
Volkswagen Kraftwerk GmblH (Germany)

National Grid Company (NGC). Hams Hall (UK) .. ..
ISONew England (US) ...l
Ceylon Elcctricity Board (Sri L.anka)
Duke Fluor Daniels (US) ... ... oo ool
Eletronoporte, Brazilian National Utitity (Brazil)

TRANSPORT

Order

400kV gas insulated substation and 4000kV air
insulated substation

12 Control Centres and 164 Remote Terminal Units

2 x 220KV gas insulaled substations

66KV transmission system

66/11 kV gas insulated substation

500kV substation

Upgrade of 110kV and 20/6kV nctworks for the
production plants

132kV substation

Market system

Two 132kV substalions

220MV A-360MVA power transtormers

550kV gas insulated substation and capacitive
transformers

Transport designs, manufactures and supplies a broad range of products. systems and services to rail

customers world-wide. This range includes fully integrated transport systems, rolling stock of all types (sucl as
trains, tramways and metros), electromechanical infrastructure, as well as customer services for rolling stock and
infrastructure equipment and a wide range of customer support scrvices in the ficlds of customer training,
technical consultancy, project management and asset management.

‘Transport has successtully established an international presence through a strategy of increased organic

growth in new geographic markets, complemented by selected acquisitions and alliances.

Transporl’s main customers today in terms of sales include SNCT, Virgin, SNCB, FS/Trenitalia, DBAG, Amuak,
KHRC, CTA-Chicago and NYCT. The French railway operator. SNCF, and the Parisian metro operutor, RATD,
together represented approximately 13% of Transport’s sales in fiscal year 2002. By comparison, they represented less
than 6% of Transport’s sales in fiscal year 2001,

In fiscal year 2002, Transport had sales of € 4,413 million (19% of ALSTOM's total sales), and as of
31 March 2002, had 29,119 employees in more than 40 countries (24% of ALSTOM’s total employcees).

The following table sets forth selected financial and other information for Transport for the periods indicated:

Year ended 31 March

2000 2001 2002

(in € million, except employces)
Ordersreceived (0 L L e 3918 5,558 6,154
Sales L e 4.092 4,400 4,413
Operaling INCOIME . .. ot e e e e e e 231 266 101
Research and developmentexpenses . ..., 122 101 75
Capital expendilures . ... e 131 114 105
Employees ... e 27.866 29804 29,119

(1) The figure for 2001 includes orders of Fiat Ferroviaria, which we consolidated fron 1 October 2000, and also reflects the inclusion for
the first tine of bong-tarin muintenance contracts.
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The following table scts forth the geographic breakdown of Transport’s sales for the periods indicated:

Year ended 31 March
2000 2001 2002

European Union .. ... 64% 66% 6l1%
of which

I .« oot et e e e e e e 17% 10% 15%

UK oot e e e e 20%  33% 20%

GerMaNY ..ottt e 8% 1% 5%
Restof Burope . oo 2% 2% 3%
oIt AT A « v ottt e e e e e 15% 18% 14%
of which

US o 13% 14% 11%
Southand Central AMerica ... .. i e 3% 3% 4%
AT PaCITIC L 14%% 9% 16%:
Al ca/MIAd)e BBast o e e e 2% 2% 26
O]« oo 100% 100% 100%

Transport is a global player with 32 production and service sites around the world and a dedicated sales
force in 40 countrics. Transport’s principal production sites are in France, Spain, Germany, Haly, the UK,
Belgivm. the Netherlands, Brazil, Cunada, the US and Poland.

Industry characteristics

The rail market experienced strong growth in fiscal year 2002, and we expect that the market will continue
to grow strongly for at least the next three years in terms of orders received by the major rolling stock
manufacturers. Several {actors are responsible for this growth, namely:

* The number of passengers has been increasing in several European countries. resulling in increased
demand for rail and metro ravel;

Main European networks that had delayed major procurement of rail equipment during the industry
slowdown in the mid-1990°s have placed orders to replace existing rolling stock and expand their
networks;

¢ New signaling systems are being developed to increase the capacity of existing lines; and

* Eavironmentai policies continue to favour more elficient means of transport provided by rail and mctro

systenis.

The trends described above result in part from fundamental changes in the rail industry in recent years in
terms of customer base, customer behaviour and product and/or service requirements. The main trends currendy
affecting the industry include:

*  Deregulation;

*  Urbanisation;

* Globalisation and localisation;

*  Goveranient subsidies and local manufacturing presence; and

¢ Technological development.
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Deregulation. In many countries during the last five years. the processes of deregulation of the industry
and/or privalisation of rail operating companies have changed our customer base and made the market more
competitive. Many traditional state-owned networks have been replaced by private enterprises operating parts of
a given network. These new types of enterprises include pure operators, local authorities, leasing companics and
private sector infrastructure owners. Because of this change, customers’ orders are increasingly based upon
functional specifications, requiring guarantees of availability and performance to be backed by support services.
Furthermore, customers may require equipment suppliers to share risk and, in exceptional cases, participate in the
equity investment. FFaced with competitive pressures, customers have changed their procurement practices and
are requiring greater product scope from their suppliers. Customers in deregulated markets tend to concentrate on
their core businesses as operators and increasingly outsource maintenance and service.

The process of deregulation and privatisation is most advanced in the US, Canada, UK, Spain, Italy,
Argentina, Brazil, Australia, Japan, Sweden, Mexico and New Zealand. Even in countries where this process has
not yet begun or where it is in its early stages, such as France, Germany, the Netherlands and South Africa,
where the railways are still operated by state-owned entities, customers are also adopting a more comumercial,
profit-oriented approach, leading to changes in customer requirements, pricing and payment terms.

Urbanisation.  Urbanisation in many parts of the world is also affecting the structure of the rail supply
industry. Within the rolling stock market, for example, demand for mass transit systems is increasing, as local
operators seek solutions to ease automobile traffic congestion and address environmental concerns in urban and
suburban areas. Demand for high-speed trains that link major urban centers is currently experiencing a turn-
around following a period of decline in the 1990s. Previously focused in Western Europe, the high-speed rail
market today increasingly depends on upon the progress of lurge projects outside Europe — in Korea, China and
Taiwan, for example. Certain rail projects however, despite government political support, have not advanced due
to a lack of public financing.

Globalisation and Localisation.  The rail supply industry has also. during the past five years, changed as a
result of globalisation. This change has occurred partly as a result of the deregulation/privatisation process
following the emergence of global private operators and the opening of national markels (0 international
competition, and partly also as a result of the importance of focal content requirements in major rail equipment
orders. Tt has led suppliers to seck growth opportunitics in new geographic zencs beyond their traditional
domestic markets and (o establish a locul commercial and/or industrial presence. Despite the globalisation. most
railway systems have their own specific requirements that oblige supplicrs to customise products, which limits
the ability of suppliers to develop global economies of scale. The globalisation of the suppliers has increased
pricing pressure, but this is offsct to a degree by the concentration of the suppliers that hus occurred.

Government Subsidies and Local Manufacturving Presence. Railway operators have been characterised by
their need for local, state/regional and ceniral government subsidies in order to maintain their [(inancial
equilibrium. This need for subsidies is particularly required by urban and suburban railway operators and to a
lesser extent by freight and intercity railway operators. As a result, rolling stock orders depend generally on the
level of government spending on railways, and order sclection often [avours to those suppliers with local
manufacturing bases, thus creating and/or sustaining local employment.

Technological Development. Traditionzl and new operators alike, around the world, have shown growing
interest in the proven benefits of new train control and train management systems, including increased safety,
higher rail traffic density, lower maintenance costs and greater international harmonisation. As a result, the
signaling market still continues to benefit from annual volume growth above the railway supply industry average.

Transport Strategy

We intend to sustain our leading market positions and ensure product superiority in our chosen markets by:

* Taking advantage of the buoyant Furopean markets;
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¢ Continuing to grow non-manufacturing activities such as service and signaling;

¢ Improving profitability and cash flow of our Rolling Stock activities, principally by improving our
operating margin in Europe, whilst maintaining our current market share, and continuing to increase our
market share in the US; and

* Developing technological advantages by improving existing product ranges.

We have encountered significant project management difficulties with our regional train contracts in the
UK. These difficulties stem from a delay in recognising and adapting to the rapidly changing risk environment
following deregulation of that market. To address these problems, this Sector has been reorganised and
management changes have been implemented, We currently expeet the trains under these conlracts o be
delivered by the last quarter of calendar year 2002. For a further discussion of these UK rail contracts, see
“Qperating and Financial Review and Prospects.”

Competitive Position

Based on a tally of firm orders, we are one of the world's three leading providers in the railway supply
industry. In particular, Transport has strong positions in high-speed trains, electrical and dicsel multiple units,
melros, traction systemns, customer scrvice and signaling.

The key competitive factors for Transport are:
¢ Product scope:

*  Technological compliance;

¢ Performance achievement;

¢ Customer service and assistance;

s Life cycle costs competitiveness; and

*  World-wide presence.

Product scope, size and international presence are necessary for a supplier to participate in major project-
based undertakings, to sustain a steady revenue stream that counterbalances the effects of investment cycles in
individual economies, and to adequately cover the necessary sales, marketing and research and development
costs. As a result of deregulation and privatisation, a supplicr may also develop a competitive advantage through
its ability to provide bundled offerings (c.g., the supply of trains, plus a signaling systemy, plus associated
services. all as one package), after-sales service support and increased added value to customers in the {orm of
product and component standardisation. However. products and services in our industry are still highly
customised, as national or private rail operators continue to have specific requirements and infrastructure
constraints.

We estimate that the overall size of the existing market for rolling stock. signalling and infrastructure was
approximately € 40 billion in cach of fiscal year 2001 and fiscal year 2002. Maintenance and renovation work
performed by rail networks has also remained stcady recently. We believe this market had a value of
approximately € 12 billion in each of fiscal year 2001 and fiscal year 2002, representing a source of potential
future growth if rail networks decide to outsource this work. We also believe that the development of new
signaling systems and other transport information solutions represents a source of potential future growth.

Our principal competitors in the field of rail transport are Bombardier and Siemens, both of which also offer
a full range of products and services. Bombardicr acquired ADtranz in 2001, the rail manufacturing sabsidiary of
Daimler-Chrysler. In certain geographic regions and/or world-wide for specific products (primarily rolling
stock), we also compete with CAF, Ansaldobreda, General Electric, General Motors, plus other competitors
mainly from Japan and Korca. In signaling and information solutions, we also compete with non-rail specialists
including Alcatel, General Electric Transportation. Lockheed Martin and Invensys.
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Activities — Seginents

In 1996 Transport created world-wide Businesses which brought together similar product and service
offerings under a single international management tean1. In fiscal year 2001, Transport took the concept of
internationalisation further into our organisation: all of our six Busincsses, now called Segments, arc gencerally
organised by global offering or product line. Transport currently has six Segments, comprised of three new
Segments that focus on Rolling Stock, namely:

*  Transit;
* Intercity; and
*  Americas,
and the three pre-existing Segments, namely:
¢ Transport Information Solutions;
* Service; and

¢ Systems.

The Rolling Stock Segments

The principal challenge in the rolling stock market-place is to balance the need for price competitiveness
and the demand for local customisation. Often cach country and occasionally cach customer orders a highly
customised product. This may be due to technical or physical requirements or o individual customer preferences,
A significant proportion of our sales and orders continues to be for customised products. However. to meet this
challenge. Transport’s research and development efforts over the past five years have been to realise the
OPTIONIC DESIGN® concept. This allows us to deliver value to our customers through standardisation, while
still meeting the necessary level of rail car-design customisation to deal with the physical constraints of existing
railway infrastructure (varying track and tunnel gauges, platform heights and lengths, railroad signaling
interfaces and clectrification voltages).

Fiscal year 2002 saw the continued success of Transport’s family of standardised rolling stock products
based on this approach, namely:
*  CITADIS™ for tramways and fight rail vehicles;
e METROPOLIS"™ for mass urban transport:
s X’TRAPOLIS™ for suburban trains:
o CORADIA™ for regional trains;
o TGV™ for very high-speed networks;
+  PENDOLINO™ for high-speed trains;
«  PRIMA™ for locomotives;
»  ONIX'™ for traction drives: and
* TILTRONTX™ for tilting bogies.
The Rolling Stock Transit Segment
The Rolling Stock Transit Segment offers:
*  Mass transit (tramways, metros, light rail vehicles, electrical and diesel multiple units):

*  Conventional passenger (rains for regional networks, such as double deckers;

¢ [reight cars;
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*

*

Bogies {(wheel and suspension assemblies for railcars); and

Components.

This Segment addresses urban, suburban and regional passenger wransportation needs world-wide (except for
North and South America, which are served by our Rolling Stock Amcricas Segment). It includes light rail
vehicles, tramways, metros, electrical and diesel multiple units, conventional passenger trains for regional
networks, as well as related cquipment such as propulsion systems and bogies. This Segment continues to have
strong demand, particularly in Europe. In fiscal year 2002, the Transit Segment received orders in France,
Germany, Spain, Belgium, Italy, the Netherlands, Luxemburg, Singapore and Russia.

Significant orders for fiscal year 2002 include:

Urban:

RATP ordered a prototype train for the new gencration of metro cars. This contract includes an option
for 161 trains, to replace part of the current metro flect: and

*  The Mass Rapid Transit linc in Singapore ordered 99 METROPOLIS™ driverless metro cars as part of
the second and third stages of a project for the “Circle Line”.

Suburban:

*  The German National Raitways (DBAG) ordered 71 clectrical railears to replace part of the existing
fleet in the Munich suburban area.

Regional:

*  SNCF placed a follow-on order for 99 new regional diesel railears from the CORADIA™ product line;

*  German rail authority (ILNVG) signed a contract for 16 diesel multiple units from the CORADIA™
product line, including an option for 30 additional tains. The trains will be used on the Nord West Bahn
network to meet increasing passenger volume; and

+ The Belgian National Railways placed a follow-on order for 16 diesel multiple units from the
CORADIA™ product line.

LEguipment:

*

The Dutch National Railways selected ALSTOM eclectrical equipment for the refurbishment of 60
suburban trains.

The Rolling Stock Duerciry Segment

The Rolling Stock Intercity Segment addresses both passenger main line and freight transport needs world-
wide. It includes:

*

Very high-speed and high-speed trains, such as the TGV and the Pendolino;
Conventional passenger trains for main lines;

Tilting trains;

Diesel and electrical locomotives;

Freight cars; and

Related equipment such as propulsion systems and bogies.
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This Segment is a pioncer and a world Icader in very high-speed and high-speed trains. According to Jane's
World Railways (2001 edition), since 1976 we have sold approximately 55% of the fleet of trains travelling over
270 km per hour currently in service throughout the world. With the advent of airport/airway congestion and
highway congestion, high-speed intercity rail travel is becoming a more viable alternative. Our technology,
particularly our tilting bogies (TILTRONIX'"), is selling well in Europe and is in operation in the US.

Significant orders in this Scgment for fiscul year 2002 include:

High-specd/very high-speed (rains:

* The French National Railways placed a follow-on order for 18 “rGv™ Duplex™ trains to complement
their initial order of 22 trains;

* The Spanish National Railways selected us to supply 20 high-speed trains, including the maintenance of
the new fleet over 14 years; and

¢ The Italian National Railways ordered 21 high-speed coaches from the PENDOLINO™ product family.
y I y

[.ocomotives:

+  Locomatives from the PRIMA™ product line have been ordered by the Feyptian National Railways (30
¥ y gyp Y

units). the [talian private operating company, DIG (25 units), and the Israch National Railways (5 units
as a follow-on order).
Freight:

* Recent orders in the [reight market include a contract to supply 300 sliding-wall freight cars o the
international freight operator Transwaggon in Germany.

The Rolling Stock Americas Segment
The Rolling Stock Americas Scgment aims to provide a full range of specific products and scrvices o
address the North and South American rail businesses, where product requirements are substantially different
from those in Europe. The main challenge for this Segment currently is to adapt proven ALSTOM products to
meet current and future Jocal needs in terms of performance, reliability, and regulatory requirements in North and
South America.
Recent suceess i the Americas Segment includes:

*  New Jersey Transit Corporation (NJT) awarded ALSTOM a contract for the design and manufactuye of
33 new diesel-clectrical passenger locomotives: and

*  The City of New York selected ONIX'™ traction systems for 350 new metro cars.

Transport Information Solutions

The Transport Information Solutions Segiment offers:

*  Train control and supervision systems;

¢ Train control and passenger information systems (hurdware & sollware):

* Control centres; and ‘

* Signaling products, including point machines, level crossings, signal lights and interlocking.

The Transport Information Solutions Segment is an innovative solutions provider of complete train control
and train management sysiems. lts offering ranges from system analysis and design through the realisation,
supply, installation, integration and commissioning of equipment and associated sub-systems, to fully integrated

and scalable (upgradable) solutions for railways and mass transit applications. It also covers full fixed asset
management, including full signaling and train control maintenance and on-sile assistance.
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In order lo meet new challenges and new opportunitics, the Signaling Segment was rcorganised in fiscal
year 2001, and is now known as the Transport Information Selutions Segment. This Segment is focused mainly
on Europe, with the UK and Switzerland accounting for a large portion of the activity as a result of the
deregulation and investment requirements in these markets.

Transport Information Solutions is at the forefront of the creation of new standards for the interoperability
of European networks. notably with the award of Europe Rail Traffic Management Systems (ERTMS) contracts
for high-speed lines in France, Italy and the UK. These systems will allow operators to establish compatibility
between the control and signaling systems of the different European rail networks. In fiscal year 2001, successful
demonstrations of the ERTMS project were given in Italy, for the Ttalian State-owned rail company, Ferrovie
dello Stato, in Florence, and in other European countries. In fiscal year 2002, we received a strategically
important order from the Swiss Federal Railways for a European Train Control System for the Mattstetten-
Rothrist rail line between Zurich and Bern. This landmark project is the largest order to date for this next-
generation technology, which will greatly improve rail network performance, not only in Switzerland but
ultimately throughout Europe. For this turnkey project, we will supply components from our ATLAS'™ system
for signaling and wrain control. Specifically, we will provide the on-boeard equipment, the radio-bleck system and
periplierals, and the on-board cab-radio system.

Significant orders received in fiscal year 2002 include:

+ Signaling for West Coast Main Line TCS (Train Control Systems) (UK);

* Signaling for the Norton Bridge line (UK),

¢ Signaling system for the Dethi Metro (India):

* Signaling for the Shanghai Metro Line 3 (China),

¢ Signaling [or Hiawatha Minneapolis (US); and

* A seat entertainment system for Sweden and a Passenger Information System for Marina Line

(Singapore).

In fiscal year 2002 we also received signiticant orders from Italy and a contract from SNCI (France) for a
cab radio system.

Service

The Service Segment offers public and private rail wansport operators a broad menu of services {or train life
management, including:

¢ Maintenance;

¢ Renovation;

*  Technical support and assistance:
* Replacement parts; and

¢ Supply chain management.

The Service Segment’s expertise now also covers financial engineering solutions and both infrastructure and
rolling stock asset management.

Although Service activities are mostly in Europe and North America, the Segment operates through a
network of local sites in 17 countries world-wide, supported by global centres of excellence. Service is currently

105

?“S“ W of s



integraling and leveraging its newest internal activities, including the acquisition of Railcare (UK) in fiscal year
2002, and consolidating its market position in the UK and in continental Europe. Service is also broadening its
geographical reach in maintenance through Australia, New Zealand and Romania, and developing new concepts
in facilities management (Calgary, Canada) and supply chain management.

In fiscal year 2002, significant orders linked to Service include a seven-year maintenance contract for 295
locomotives for Transrail in New Zealand, continuing maintenance works in Australia for the Hillside commuter
rail network in Melbourne, on the Madrid-Sevilla high-speed line in Spain, various maintenance contracts in the
UK, a rencovation contract in Caracas, Venezuela, and a maintenance contract with LNVG, a regional operator in
Germany, for 46 regional CORADIA™ trains ordered in 2001.

Systems

The Systems Segment offers:

Complete rail transport systems (including infrastructure, signaling and rolling stock) from construction
Lo operation;

Infrastructure, such as track installation, overhecad power lines, power supplics, workshops, station
cquipment and other ratlway infrastructure products;

Infrastructure maintenance;
System maintenance; and

Concession development (including Build-Operate-Transfer projects).

This Segment acts as project manager and co-ordinator in conjunction with other Transport Segments,
allowing us to offer our customers complete muiti-discipline integrated solutions. The Systems Segment is strong
in Asia and Europe.

In fiscal year 2002, Systems received the following significant orders:

Singapore Marina Line lots | & 2. including 21 METROPOLIS™ cars, fully automated signaling and
infrastructure (Singaporel;

Lots 3. 4 and 5 for the Circle Line (Singapore); and

A full Electrical & Mechanical order for Barcclona including 19 CITADIS™ tramsways  and
infrastructure (Spain).

In September 2001, we sold our 51% share in GTRM. the UK rail infrastructure maintenance company
owned jointly by our company and Carillion ple. to Carillion ple. Our decision to digpose of our share of GTRM
was in line with our portfolio review.

Research and Development

Transport R&D programmes address developments in rolling stock and electrical cquipment as well as
signaling and services. The main R&D programumes in the Sector are as follows:

The recent launch of the CORADIA™ 700 product for the intercity market, which is designed to
improve comfort levels, speed and acceleration;

Development of the AGV™, which combines the high-speed TGV concept of an “articulated” train with
multiple motors to increase passenger capacity;

Development of the New ONIX™, the standard traciion platform whose technical and industrial
performance in terms of cost, weight and volume enables us to satisfy the new needs of the tramway,
metro and electrical multiple unit markets; ‘
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* Implementation of improved mainlenance systems and associated services pursued with rescarch and
development programmes of the Service Segment. The first developments in this area consist of the
definition of sophisticated methodologies and information systems for the assistance in diagnostics,
direct access to documentation and a remote access to maintenance data on board trains; and

*  The Transport Information Solutions Segment pursued its new familics of integrated systems adapted to
main lines or urban/suburban or main lines networks (URBALIS™ and ATLAS™ products).

Significant orders

This table sels forth Transport’s most significant orders received as of 7 May 2002:

Customer w

Fiscal Year 2003

Transit

Nanjing Metro Company (China) ................. 20 METROPOLIS™ cars

Fiscal Year 2002

Transit

Marina Line (Singapore) ... .. oo 21 METROPOLIS™ cars + signaling + infrastructure
Circle Line (Singapore} . ....... .. oo, Lots3,4.5 ‘

Melbourne (Australia) «.......ooovooii . 58 XTRAPOLIS"™ EMUs (x3 cars)

Barcelona (Spain) .. ... ... o 19 CITADIS"™ tramways + infrastructure
Kassel (Germany) ....... ... i 28 regional wram-trains (including 10 dicsel-hybrid)
SNCEF (France) ... e e 113 A-TER railears (options)

Bordeaux (France) ... oo 32 CITADIS™ (follow-on contract)
SNCEF(France) .. .ovurere i 29 Z-TER for French regions (+ options)

CFL (Luxemburg) ... 12 TER Coradia Double-Deck EMU cars

RATP (France) ... .o MF 2000 Design + 1 preseries train (x5 cars)
NSR (Netherlands) .. ... o ool V-IRM clectrical equipment for 124 cars (option)
LNVG (Germany) ... ..o 16 Coradia LINT + 15-year maintenance
Transwaggon (Germany) ............ ... .. ..., 300 shiding wall wagons “Hirrs 67

Intercity

SNCF (France) ... 18 TGV-2N “Duplex™ truinsets (option 2}
RENFE (Spain) ... .. ... .. . . 20 regional High Speed Trains “Lanzaderas”
SNCEF (IFrance) .. ..ot i 22 72N EMUSs (x4 cars}) options

Trenttala (ltaly) .. ..o 2 DMUs + 8 EMUs (option on former contracts)
SNCB (Belgium) . ... 16 DMUs (x2 cars) (extension)

FStaly) . oo Interlocking for Verona-Brennero line

SBB (Switzerland) .. ... ... .. 140 tilting motor bogies for ICT

RENFE (Spain) ... 12 High Speed Trains with variable track
Americas

NITCUS) 33 new diesel-electric locomotives

NYCTA (US)Bombardier ....................... 350 metro propulsion sets

Transport Information Solutions

Railtrack (UK) ... .o i, West Coast Main Line signaling

SBB/CFEFES (Switzerland) ... .. ... . ... Turopean Train Control System for the Mattstetten-
Rothrist linc

DMRC (India) ........ ... ... ..o i i, Delhi metro signaling system + equipment
Service
RENFE (Spain) ...... ... . ... .. “Lanzaderas” EMUs muaintenance over 14 years
Virgin(UK) oo West Coast Main Line car maintenance
FGCUR) ..o i Maintenance of 14 Coradia EMUs
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MARINE

Our Marine Sector is a specialist shipbuilder focusing on complex, high valuc-added scgments of the marine
market such as:

* Passenger ships, notably cruise-liners, high-speed ferries and large private yachts;

* [NG (liquefied natural gas) carriers and FPSO (Floating Production, Storage and Offloading) vessels or
structures,

* Surface naval vessels; and
¢ Research and scientific vessels.
In fiscal year 2002, Marine had sales of € 1,240 million (5% of ALSTOM's total sales) and as of 31 March

2002, had 4,978 employees in one country, France (4% of ALSTOM’s total employees). The following table sets
forth selected financial and other information for Marine for the periods indicated:

Year ended 31 March
2000 2001 2002

tin € million, except employees)

Orders 1eceiVed oo e 1,623 1.833 462
SaleS Lo 1318 1.841 1,240
Operating iNCOMC . ...\t e e e 71 30 47
R&D eXpenses ..o 7 13 12
Capital expendiures . ... o 35 29 24
Employees .. 4,404 4914 4978

Industry Characteristics
The main wends currently affecting the industry include:

¢ The cruise-ship market generally:
¢ Subsidies; and
¢ Customer financing

Cruise-Ship Market. The strength of the cruise-ship market is based principally on the market for cruise
holidays, although the relationship is not direct, as orders are generally placed as nwch as three years prior 10
delivery. The largest share of cruise-ship passengers is in the US. Penetration in that market is still fow, however,
as only 2.2% of the US population were cruise helidays customers in 2000, according to GP Wild. The cruise-
ship market in 2001 was adversely affected by the events of 11 September 2001. As a result, occupancy rates on
cruises in the fourth quarter of calendar year 2001 decreased slightly, down to 97% according to Carnival. This
decrease was muitigated somewhat due in purt 1o discount pricing policies. We believe that this period of
discounting has now ended, however, and that profits are recovering strongly. GP Wild has forecast that
worldwide cruise holiday passenger volumes will increase by approximately 8% per year through 2010,

Subsidies. The world shipbuilding industy was, until recently, characterised by direct and indirect
government subsidies and various other forms of state aid in favour of shipbuilders. In December 2000, the
European Council of Ministers for Industry confirmed the suppression of all direct govemment shipbuilding
subsidies within the European Union. This ruling applies to all shipbuilding contracts signed and performed since 1
January 2001. The Council also asked the European Commission to monitor shipbuilding. As a result, we receive no
subsidies for any orders taken after 1 January 2001 or deliverable after 31 December 2003. Consequently, orders for
which subsidies were received will trade out of our backlog completely over the next two years.
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Customer Financing. Some Marine clients request financing assistance in connection with the purchase of
new cruise-ships. Therefore, in addition to shipbuilding and project management expertise, Marine has in the past
offered assistance to its customers in obtaining appropriate financing for their projects. Whilst this element of
custorner support has allowed Marine to increase the number of its clients, it has also resulted in increased
financial exposure for us. This was manifested most recently in the bankruptcy of Renaissance, previously one of
our largest customers. For further information on Marine vendor financing and its impact on us, please see
“Operating and Financial Review and Performance™.

Marine Strategy

To further address the recent difficultics in the cruise-ship market and capitalisc on our efficient
shipbuilding technology, our strategy in Marine sceks to:

*  Maintain our position as a world leader in cruise-ships by focusing on cost, technology and quality:

* Capitalisc on growth in the LNG market through advanced technological solutions and strategic
partnerships and allinnces, possibly with a Chinese manufacturer; and

¢ Take advantage of opportunitics in the supply of naval vessels.

In addition to our Restore Value programme of operational excellence. Marine has initiated 2 new
programme, CAP 21+, designed to capitalise on the results of its previous major productivity initiative called the
CAP 21 programme whiclh was launched in 1997. CAP 21+ relics on the saume clements as Quality Focus, our
company-wide programme, which emphasises reliability, performance, competencies and innovation. Our
objectives will require an increased focus on research and development, and training, and reinforced co-operation
with supplicrs and subcontractors. As part of this cffort, we have also developed a CAP performance plan that we
believe will help us optimise our relationships with suppliers and business partners.

Competitive Position

The main competitors in the cruise-ship market are European and include Fincantieri (Italy), Meyer Werlt
(Germany) and Kvaerner Masa Yards (Finland). In calendar 2001, the four major Luropean shipyards, including
those of the threc competitors mentioned above and our subsidiary, Chantiers de I Atlantique, have maintained
their combined shure of 75% to 85% of the world cruisc-ship orderbook. For the LNG wnkers markel, our main
competitors are Korean, namely Dacwoo, Hyundai and Samsung.

Marine currently ranks number two globally based on the publicly disclosed number of cruise-ships to be
delivered in the next three years,

Activity

Cruise-Ships.  Following a peak in sales in {iscal year 2001, sales remained strong in Marine in fiscal year
2002. We delivered two cruise-ships, the Summir [or Renaissance/Celebrity and the European Vision for Festival,
as well as two high-speed ferries for Greece’s NEL Lines. In addition, we delivered the European Stars, 2 750
cabins cruise-ship, in April 2002 following the fiscal year end. Despite declining orders in fiscal year 2002, we
currently have a full order book until the end of 2004, including the Queen Mary 2 which, when completed, will
be the longest cruise-ship ever built.

LNG Carriers.  Between 1997 and 2001, Marine was unable to secure orders in this market due to very
aggressive pricing by Asian shipyards. Morc recently, Marine was suceessful in returning o the market with an
order for one 74,0001’ “membrane-type” LNG carrier from Gaz de France in February 2002, which includes an
option for a sister ship. The market remains very active. in particular in China. which is building LNG terminals
as part of its overall energy diversification policy. With only one ship delivered in 2001, the world fleet of LNG
carriers now includes 128 ships, with 47 new ships in the orderbooks world-wide.
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We are exploring opportunities to [ind a joint venture pariner to develop further vessels. In particular, we
are considering the advantages of a possible joint venture with a Chinese partner to capitalise on growth in the
L.NG market in China and to benefit from China’s lower labour and production costs.

Naval Vessels.  As part of our strategy. we are currently seeking to expand our activities in naval vessel
construction. As the European defence industry progresses, the number of trans-national opportunities for
European-based naval vessels will likely increase. We will seck opportunities to work in partnership with DCN,
the French State-owned Navy yards, and some systems providers to develop alliances necessary to meet the
special requirements of military vessels. In fiscal year 2002, we received an order from the French Navy to build
two vessels for its Projection and Command Forces in conjunction with DCN, which develops the military
components of the vessels. In addition, we delivered the Mohammed V [rigate to the Royal Moroccan Navy in
fiscal year 2002,

Research Scientific Vessels.  As part of our focus on providing high valuc-added ships, we will continue to
seek orders for research and scientific vessels such as the oceanographic and hydrographic ship we are currently
constructing, the Beautemps Beaupré, which will be delivered in fiscal year 2003 to the French Navy.

Facilities.  With facilities and employees all located on the French Atlantic coast, Marine operates:

*  One of the largest European shipyards, able to build the largest and most complex vessels. This facility
is operated through our wholly-owned subsidiary, Chanticrs de ' Atlantique, located in Suint-Nazaire,
France:

* Two substantially smaller yurds, able to build sophisticated ships up to 140 metres long. These yards arc
operated through our wholly-owned subsidiary, ALSTOM Leroux Naval, located in Lorient and Saint-
Malo, France; and

* Aucliers de Montoir, a specialist supplier of joinery, small steelwork and clectrical apparatus for
shipbuilding and other industries. located close to Saint-Nazaire, France.
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Significant orders

The table below sets forth details of orders included in Marine’s order book as of 31 March 2002. Generally,
the individual contract value for cruise-ships included in these orders ranges from approximately € 250 million to
€ 450 million (other than for extraordinary orders such as the Queen Mary 2). Depending on the size and speed
criteria, the range for high speed ferries is generally € 30 million to € 70 million.

Cusloner Order (il number, name and vessel type)

Cruise-ships

Festival Cruises ........ .o i X31 “European Stars”
750 passenger cabins
RCCL/Celebrity ..o U31 “Constellation”
1,025 passenger cabins
PEOPHNCESS . ottt C32 “Coral Princess”
1,000 passenger cabins
Mediterranean Shipping Co(MSC) ... K32 “MSC Symphony”
780 passenger cabins
P&OPrineess . ... D32 “Island Princess”
1,000 passenger cabins
NYK/Crystal ..o oo H32 “Crystal Serenity”
550 passenger cabins
Camnival /Cunard ....... ... . G32 “Queen Mary 27
1.400 passenger cabins
MSC L32 (yet unnamed)

780 passenger cabins

LNG Tankers

Gazde France . ..o o o 74.000 cubic meter liquid natural gas tanker (LNG)
Nuval Vessels
Royal Moroccan Navy ... .o oo oot B32 “Hassan I1”
93 m surveillance frigate
French Navy ... oo oo ALN 827 “BBeautemps-Beaupré”
Hydrographical and Oceanographical vessel
DON (French Navy) ..o oo Two Forces Projection and Commund Vessels

POWLR CONVERSION

The Power Conversion Sector focuscs on converling electrical energy into productive plant and machine
performance. The Sector’s focus includes electrical engineering, systems integration and associated scrvices for
the control and automation of industrial processes. We also manufacture and supply a wide range of clectrical
products and power electronic equipment, including motors and generators, drives and drive systems.

Power Conversion was created on 1 July 1999 from the merger of our Drives & Controls, Motors and
Generators and several smaller related Businesses, including our robotics activity, in order to facilitate joint
development efforts and a scamless approach to a common customer base. The former Industry Sector completed
a major strategic re-organisation during fiscal year 2001, By August 2000, we had transferred to other Scctors or
disposed of all of the internal businesses that did not significantly contribute to Power Conversion’s core

competencies or strategy and, from 1 April 2000, Power Conversion replaced Industry within our reporting
structure.
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Due to the growing number of complementary products and markets, and following a strategic review, we
integrated Power Conversion into the T&D Sector as of 1 April 2002. This new organisation offers our
businesses access to T&D's sales force, which should provide wider entry (o the market.

In fiscal year 2002, Power Conversion had sales of € 650 million (3% of ALSTOM’s total sules) and as of
31 March 2002, Power Conversion had 4,784 employees in 11 countries (4% of ALSTOM’s total employees).
The table below sets forth selected financial and other information for Power Conversion for the fiscal year 2002,
The disposals and transters described above are reflected in the figures for the year ended 31 March 2000. Fiscal
year 2000 figures correspond to the former Industry Sector.

Year ended 31 March

2060 2001 2002

(in € million, except employees)

Orders received .o e 1.017 737 667
Sales L e 1.110 617 650
Operating inCOME ... .. .. o 21 40 23
Research and development expenses . ... 29 38 31
Capital expenditure ... 36 14 12
Employees .. 10,030 5,020 4784

The table below sets forth the geographic breakdown of Power Conversion's sales for the fiscal years
indicated. Fiscal year 2000 figures correspond to the former Industry sector.

Year enided 31 March

2000 2001 2002

European Unton: ... 55% S1% 56%
of which

e o e 10% 11% 11%

UK e, 28% 12% 11%

GEIMANY o ot e 1% 15% 19%
Restof Curope ... .. 4% 4% 45
North AMEIICa .. oo e 15% 23% 19%
of which

U 13% 18% 17%
Central and South Amierica ... .. 3% 4% 5%
Asia/Pacilic .. 126 10% 10%
Africa/Middle East .. ..o 11% &% 6
Total 100% 100% 100%

Power Conversion Strategy

Power Conversion’s strategy is to improve profitability through a global rationalisation programme, which
we have begun to implement. We intend to improve profitability and cash generation through “design for
quality” and “project management excellence” initiatives. Our consolidation with the T&D Scctor should also
help us improve our costs. We plan to optimise our organisation in the US to meet the challenges of the market,
particularly for the naval marine activity and the anticipated upturn of the North American stee) indusuy.

Competitive Position

We compete world-wide across our various market segments with a limited number of international groups,
including ABB, Siemens and Toshiba-GE. In the metals market, competitors also include mechanical suppliers
such as SMS Demag, Danieli and VA Tech. '
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Activities — Businesses

Power Conversion was completely reorganised in September 2001 into four Businesses to make best use of
international resources and to be closer to customers. Power Conversion is now made up of the following
Businesses:

*  Process Industries:
¢ Marine and Offshore;
¢ General Drives; and

*  Motors and Generators.

Process Industries. The Process Industries Business provides control and automation equipment and
solutions for metals production and processing in addition to equipment for pulp and paper manufacturing and
bulk material handing systems. The main market for this Business is (he steel industry, which is currently facing
many difficulties resulting from the depressed state of the North American industry and the consolidation of the
main players in the European Industry. Both factors result in less investment by our potential customers.
However, we believe the demand for steel in developing countries such as China and Brazil will result in new
investiment in these regions.

In fiscal year 2002, the main contract in the Process Industrics Business was for turn-key electrical and
automation equipment and a production management system for the new cold mill complex of Vega do Sul, a
Brazilian steel producer. Under this contract, we will supply a complete power distribution system and clectrical
and automation equipment, together with all erection, cabling, commissioning and training.

Marine and Offshore. The Marine and Offshore Business provides electrical power and propulsion
systems, automation and dynamic positioning systems for merchant ships, offshore vessels, semi-submersibles
and naval vessels.

During fiscal year 2002, Power Conversion’s main order came from BAE Systems for integrated power and
propulsion systems for the new Royal Navy Anti-Air Warlare Type 45 Destroyers. The contract is for the first
three vessels, which are being built as part of a programume to build up to 12 ships for the UK Ministry of
Defence. The largest ocean liner ever to be built, the Queen Mary 2, will be fitted with four 21.5 MW Mermaid'"
electric podded propulsion units. The Queen Mary 2's propulsion, with a combined output of 86 MW, will be the
first four-pod installation on a cruise vessel to date. We have recently experienced problems with electric podded
propulsion units which are produced by a consortium created between Power Conversion and Rolls-Royee.
Problems such as these are not unusual in the inwoduction of new highly sophisticated and technologically
complex products. We have identified and resolved problems with most of our customers and continue to do so
with the remaining ones. We believe that costs and expenses associated with this issue will not have a material
adverse impact on our financial condition or results of operations.

General Drives. The General Drives Business provides a full range of Ahernating Current and Direct
Current drives, drive systems and automation systems for all variable speed applications, ranging in power from
a few kilowatts to multi-megawatts. The drives are used in a myriad of applications and in a variety of industries
such as cement, oil and gas. mining, water and wind energy. In fiscal year 2002, we received orders for
frequency converters for 412 wind turbines, double the number compared to last year. The total number of wind
turbines we equipped with frequency converters since 1993 produce more than 1 GW, the equivalent of the
annual electricity consumption of about one million European homes.

Motors and Generators. The Motors and Generators Business designs and manufactures large rotating
electrical machines (for industries such as mining, oil & gas. water, marine propulsion and wind energy). gas, steam
and diesel-driven high voltage generators, excitation control systems and a highly specialised range of wires, cables
and magnets for the superconductivity market. We are part of a consortium that was sclected to supply CERN, the
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European Organisation for Nuclear Research, with one third of the required super-conducting dipole magnets for
the Large Hadron Collider, a new Luropean particle accelerator, which will be constructed near Ceneva,
Switzerland in 2006. The order comprises the supply of 386 dipolc magnets, cach fiftcen metres long.

Research and Development

To boost Power Conversien’s position in an increasingly complex and glebal market, we invest in new
technologies and products (o enable us o be positioned in our targel markets in the medium and long term. We
are also refocusing our resources towards our core technologics, which are power electronics, electrical
machines, process know-how and process engineering.

Development programmes are oriented towards continuous product improvement in drive systems,
controllers and rotating machines. In fiscal year 2002 we completed the development of the Mermaid™ electric
podded propulsion system for ships. In addition, specific developments have included work on long-life brush
gear for offshore windmill generators and high temperature super-conducting machines.

Significant Orders

This table set forth Power Conversion’s most significant orders received as of 7 May 2002:

Customer CQrder

BAE Systerms (UK) ... oo 3 ship sets of integrated power and propulsion
systems

CERN (France) . ... 386 super-conducting dipole magnets

Vegado Sul (Brazil) ... . ... ... .o o .. Electrical & automation equipment for cold mill
complex

Repower, Siidwind, Enron Wind, Nordex (Germany) .. Frequeney converters for wind turbines

NASSCO(USA) ... [lectric propulsion & automation systens for crude

oil tanker

ALSTOM Employces

The tables below set forth the number of employees (i) for cach Sector and (ii) by geographic location. From
31 March 2000, the numbers refleet only full-time equivalent employees.

Yeur ended 31 March
2000 2001 2002

Employces:
PO L. 26,107 487219 49.097
Transmission & Distribution .. ... . . 26,629 26,334 27,736

Transport ... 27.866 29,804 29,119
Marine . e 4.404 4914 4,978
Power Conversion . ... n/a 5,020 4,784
ConIraCN v vttt 24,119 23.797 n/a

Others (0 L 11,553 4876 3,281

............................................. 120.678 143,014 118,995

(1) “Others” includes employees of the Network for the three years and, for fiscal years 2000 and 2001 only, employees of the overseas
entities in Australia, New Zezland, South Africa and Indiz, not allocated to the Sectors. 10,030 employees of our former Indusiry Sector
ure alse included in “others™ in fiscal year 2000.
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Year ended 31 March

2000 2001 2002

Lmployees:
Regions
European Union . ... i i . 66% 63% 54%
of which

B aIICE ot ittt e ety 2% 30% 23%

UK 15% 13% 11%

GOITIHIY Lo ettt e e e 10% 10% 9%
Restof Burope ... .. . 8% 12% 14%
NOPh AMEIICA ..ot e e e e T% 7% 9%
of which

US o 4% 4% 6%
Central and South America ... . i i 4% 4% 6%
Asia/Pacific .. .. o 1% 11% 14%
Africa/Middle Bast .. ..o A% 3% 3%
Total ALSTOM ... 100% 100% 100%

During fiscal year 2002, the number of our employces decreased principally due to the sale of the
Contracting Sector.

QOur management organisation is based on Scctors, cach of which has global responsibility in their
respective domains. A President, who is responsible 1o our Chairnian and Chief Executive Officer, manages cach
of the Sectars. and constituent Segments, Businesses or other legal entities within their Sectors.

We have an International Network that co-ordinates all ALSTOM group sales and marketing activities, and
represents us throughout the world. The [nternational Network is organised into five geographic regions: Western
Europe, Eastern and Northern Europe, the Americas, Asia/Pacific and Africa/Middie East. This Netwark covers
more than 70 countries through over 50 local offices.

Membership of our employees in wade uniong varies from country to counuy. and we have eniered into
various collective bargaining agreements. It is our practice 1o renew or replace our various labour arrangements
relating to continuing operations as and when they expire and we are not aware of any material arrangemaents
whose expiry is pending and which is not expected to be satistactorily renewed or replaced in a imely manner. In
France, the five principal French labour unions are represented at our facilitics. As required by French law,
management holds annual mecetings with a delegation of union representatives in order to negotiate salary
movements and working conditions, including the organisation of the working week. Management also holds
other perindic consultations with representatives of the cmployces. In 1997, we and relevant trade unions
established a Furopean Works Forum, a Furopean employer-cmployee consultalive body, pursuant to EU law,
We have in the past experienced strikes and work stoppages, principally in France, although we believe that
relations with our emplayees are currently generally satisfactory.

France: Introduction of 35-hour work week

We have addressed the reduction in working hours in France (o 335 hours per week within our operating
units located in France. Preliminary discussions with the unions and employee representative bodies began in the
autumn of 1998 and continued with the publication of the provisions of the second Law Aubry (French Loi
Aubry). Given the number of issues that needed to be addressed, il was decided that all negotialions relating to
the 35-hour working week would. to the extent possible, be conducted on a decentralised basis at local levels.
This approach has allowed us to negotiate agreements covering each of our Sectors.
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All the changes that we have implemented or will implement in connection with the adoption of the 35-hour
working week in France are carefully negotiated. The agreements that we have signed in this regard reflect, we
believe, the necessary economic and social balances within each of our operating entitics. These agreenents are
not expected, individually or in the aggregate, to have a material adverse impact on our competitiveness.

Manufacturing Facilities

We have production facilities in Europe, North and South America, Asia and Africa. We own or lease all of
our principal manufacturing facilities and substantially all of the land en which these facilities are located. Since
our formation, we have focused on consolidating facilitics and on shifting production to low-cost sites. In a
number of areas, we have also sought to outsource low value added manufacturing activilies.

Power has manufacturing and service sites located mainly in France, the UK, Germany, Switzerland,
Sweden, Spain, Romania, the US, Canada, Mexico, Argentina, Brazil, Japan, China, India, Australiz and South
Africa. T&D (including Power Conversion. which was integrated into T&D on 1 April 2002) has manufacturing
sites and scrvice locations in France, the UK, Germany, Belpium, Luxembourg., Austria. Greece. Hungary,
Norway, Spuin, Switzerland, Italy, Poland, Sweden, Russia, Turkey, the US, Canada, Mexico, Brazil, Argentina,
Colombia, Venezuela, India, China, Thailand, Singapore, Indonesia, Malaysia, Pakistan, Australia and South
Africa. Transport has manufacturing sites and service Jocations in France, the UK, Germany, Belgium, Spain,
Poland, Romania, ltaly, China, the US, Canada, Mexico and Brazil. Marine has manufacturing sites and service
locations in France.

We believe that our prineipal manufacturing facilitics are suitable and adequate for their use. Usce of these
facilities may vary with economic and other business conditions, but none of the principal plants is substantially
idle. We believe that these facilities generally have sufficient capacity for existing needs and expected near term
growth.

-
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RISKS

MAIN RISK FACTORS
Our sales depend on the Ievel of infrastructure spending and GDP growth gencrally.

In fiscal year 2002, we generated 55.3% of our sales in Power, 13.5% in Transmission & Distribution and
18.8% in Transport. These Sectors depend largely upon the level of infrastructure spending, much of which
comes from public bodies. Infrastructure spending in these Sectors has historically closely paralieled long-term
growth in gross domestic product. Consequently, growth in our major activities has oflen come from those
regions expericncing the highest long-term GDP growth rates. Poor cconomic and political conditions or
downturns in broad economic trends in our markets may therefore have a negative effect on our sales. results of
operations and financial condition. Although short-term changes in GDP may affect our orders received, in the
past such changes have had less of an impact on our sales duc to the size of our order backlog (19 months of sales
at 31 March 2002, excluding sales from our former Contracting Sector) and the length of our product delivery
cycles. In addition, the level of infrastructure spending is significantly affected by customers’ expectations about
a variety of other factors, such as their ability to gencrate funds for capital expenditures, their ability to raise
financing for their businesses and changes in applicable laws, including the deregulation and liberalisation of
infrastructure services.

Our products often incorporate advanced and complex technologies and sometimes require modifications
after they have been delivered.

We design, manufacture and scll several products of large individual value that are used in major
infrastructure projects. We are sometimes required to introduce new, highly sophisticated and technologically
complex products on increasingly short timetables. This necessarily limits the time available for testing and
increases the risk of product defects and their financial consequences. We occasionully discover the need to fine
tune or modify products after we begin manufacturing them or after our customers begin coperating them.
Because we produce some of our products in scries, we may need to make such modifications in a Jarge number
of products. At the same time, when we sell our products we are increasingly required to accept onerous after-
sales warranties and penalties related to performance, availability and delay. Our contracts also occasionally
include clauses allowing the customer to terminaie the contract or reject the equipment if performance
specifications or delivery schedules arc not met. As a result of these contractual provisions and the pressures of
accelerated new product development, design and manufacturing, problems encountered with our products may
result in material unanticipated expenditures.

We experienced significant technical difficulties in the introduction of the new GT 24/26 heavy-duty gas
turbines and are continuing to design and implement modifications across the fleet progressively. We are in
litigation proceedings with several customers regarding this matter and are negotiating settlement agreements
with others. Under these settlement agreements, we would be required to pay liquidated damages if the modified
gas turbines do not meet certain performance criteria, We discuss the financial impact of the GT 24/26 problems
in greater detail in “Operating and Financial Review and Prospects — Operational Issues™, and in Notes 6 and 18
to the Consolidated Financial Statements for fiscal year 2002.

We cannot guarantee that the total costs that we ultimately incur in connection with the GT 24/26 problems
will not exceed the estimates that we have provisioned, nor can we guarantee that the rate of spending will be in
line with our current estimates. The total amount and timing of actual expenditures, including penalties and
damages, may vary as a result of a number of factors, including the following:

*  The outcome of litigation or settlement negotiations with customers;
*  The acceptance by customers of the redesigned and modified GT 24726 turbines:

¢ The performance of the modified turbines over time;

117

Page 123 £ s



¢ QOur ability to develop subsequent modifications that will further 1mprove the performance of the
GT 24/26 turbines;

* Delays in the implementation of modifications and the delivery of modified machines; and

¢ Cost overruns in the manufacture of modified components.

We began making modifications to a small number of GT 24/26 turbines in August 2000 and are
progressively rolling out these modifications across the installed fleet. Consequently, the operating history of the
modified wrbines remains relatively limited and monitoring of the performance of the modified turbines is
ongoing. Ongoing monitoring may reveal the need to make further modifications and/or to implement further
reductions in performance and etficiency output.

Given the technical sophistication of some of our products, we can give no assurance that we will not
encounter new problems with the GT 24/26 gas turbines or with our other products. Any such problems could be
costly, could harm our business reputation or affect our ability to sell other products and could have a material
adverse impact on our financial condition or results of operations or cause our products to be less competitive
than those of our competitors.

Our financial performance could be adversely impacted by a Hmited number of high value contracts and
significant fixed price contracts.

Each year, a substantial portion of our business is conducted under a limited number of major long-term
contracts. Variations in activity levels under these contracts can result in significant variations in our sales and
operating income from vear to year. At 31 March 2002, our ten largest projects in terins of order backlog
represented approximately 16% of our total order backlog. The revenue that we recognise on a major project will
vary significantly from period to period in accordance with the state of advancement of that project. As a result
of this variability and of the relatively high concentration of our orders, the profitability of a small number of
major contracts may significantly irnpact our operating income 1n any given period. In addition, the profitability
of any contract and/or our overall sales, operating results and cash flow may be affected by the following:

¢ [ailure to obtain individual major contracts:

*  Delays in awards of mazjor contracts;

¢ DPostponement of previously awarded major contracts:

¢ Unanticipated technical problems with the equipment being supplied:

¢ Customers’ difficulties in obtaining adeqguate financing on reasonable terms;
+ Difficulties in obtaining required governmental permits:

¢ Unanticipated costs due to project modifications;

*  Performance defaults by suppliers, subcontractors or consortium partaers;

¢ Customer payment defaults and / or bankrupiey: and

*  (Changes in laws or taxation.

A significant portion of our business is performed under long-term [ixed price contracts that were awarded

on a competitive bid basis. In addition to the general factors listed above, the profit margins realised on such

fixed price contracts may vary from our original estimates as a result of changes in costs and productivity over
their term,

It is customary in the energy and transport industry for suppliers such as us to post bid bonds, advance
payment bonds, performance bonds and surcty bonds. Tn recent months, it has become more difficult for us and
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other companies in our industry to obtain such bonds in amounts and for terms as had previously been customary.
Were such bonds no longer to be available or were no longer to be available on commercially reasonable terms, it
would be necessary to establish alternative methods of guaranteeing performance. This could lead to a general
decline in orders for us and throughout the industry if we and industry participants were unable to adopt new
efficient methods. Because of the significant fixed costs of our operations, such a development could materially
adversely affect our results of operations.

In addition, we sometimes bear the risk of delays caused by unexpected conditions or events, including
difficulties in attaining availability requirements or governmental approvals. For example, we recently incurred
significant losses in connection with delivery delays under certain UK train contracts. We discuss this issue in
greater detail in “Operating and Financial Review and Prospects — Operational Issues — Transport: UK Trains.”
We believe that our resources, experience and project management skills allow us in most cases to estimate costs
accurately and to control costs effectively. However, certain of our projects have been subject to delays and
penalties. There can be no assurance that we can profitably complete all of our fixed price contracts.

We have a high level of indebtedness.

Over the past four years, we have substantially changed our group through a series of strategic acquisitions
and disposals. We have financed these acquisitions principally through an increase in our total consolidated
indebtedness. In addition our working capital requirements have increased significantly, due in part to the GT
24126 situation (discussed below) and to deterioration in payment terms with our customers. These factors have
contribuled to a significunt increase in our total consolidated net indebtedness, which under French GAAP
amounted to € 2,064 million at 31 March 2002, representing 112% ot our total shareholders® equity plus minority
interests, compared with € 1,358 million at 31 March 1998. Our financial income (expense) has changed from net
financial income of € 76 million for the year ended 31 March 1998 to net finuncial expense of € 208 million for
the year ended 31 March 2002.

We have fixed a goal of significantly reducing our debt in the short-term through our “Restore Value™ plan.
We intend to sign agreements for the sale of approximately € 750 million in real estate assets by 31 December 2002
and to dispose of approximately € 900 million in identificd non-core businesses by 31 Marel 2003, The amount and
timing of these disposals depend on market conditions that are not within our control. We expect to lease back a
substantial majority of the real estate assets that we intend to scll. We have a further objective of generating
€ 1.3 billion of cumulative free cash flows from operations from fiscal year 2003 to fiscal year 2003, although we
can give no assurance that we will be successtul in doing so. In addition, we intend to raisce additional [unds through
a capital increase. The amount and timing of the capital increase will depend on market conditions.

To increase our available liquidity, we have entered into supplementary back-up lines of credit. At31 March
2002, we had € 1,660 million of available credit under our various lines of credit. These lines of credit, as well as
certain of our other financing agreements, contain covenants requiring us to maintain certain financial ratios,
which we have renegotiated in order to give us greater flexibility during the period in which we plan to
implement our Restore Value plan. Our ability to maintain these financial ratios, and to re-establish and inyprove
compliance with the original ratios at the expiration of the period during which the negoliated ratios apply.
depends in part on the successful execution of our Restore Value plan. If we are unsuccessful, we could exceed
these limits and would have to renegotiate terms, to the extent possible, with our banks in order to be able to
continue to access these lines of credit.

We may be unable to reduce our indebtedness significantly. We may be unable to sell all of the real estate
assets and non-core businesses that we have identified for sale, and we may not obtain the prices we anticipate for
such assets. The proceeds of our planned capital increase depend on market conditions. Qur inability o obtain the
proceeds we expect from our various initiatives would prevent us from meeting our debt reduction targets according
to our planned calendar, and would prevent us from reducing our interest expense as much as we have planned.
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Our high degree of leverage could limit our ability to borrow additional amounts for working capital, capital
expenditures, debt service requirements or other purposes and could limit our ability to invest operating cash
flow in our business. If we cannot pay our debt service or if we fail to meet our covenants, we could have
substantial liquidity problems, which could require us (o scll assets, delay planned investments, obtain additional
equity capital or restructure our debt. Depending on the circumstances at the time, we may not be able to
accomplish any of these actions on favourable terms or at all.

The unavailability of any of our sources of liquidity could harm our financial condition or prefitability.

In addition to cash flows fromn operations, we depend on a variety of external sources to finance our
operations: bank loans, lines of credit, issuances of publicly waded debt, including billets de trésorerie (French
comuercial paper), sales of receivables. mainly in securitisation transactions (both with and without recourse 1o
us). The availability of our lines of credit depends in part on our ability to maintain certain financial covenants.
In the fourth quarter of fiscal year 2002, we rencgotiated our lines of credil in order to amend the {inancial
covenants. Qur results for the year ended 31 March 2002 are in compliance with these amended covenants. Our
access to the French commercial paper market depends in part on our financial condition, and also on the
continued functioning of the markets. Although we have not experienced any difficultics specific to our compuny
in accessing this market in the recent past it has become difficult for some issuers to sell commercial paper in the
US market, and such difficulties could spread to the French market and to other classes of issuers without regard
to their particular financial condition. Certain of our sales of receivubles are financed in the commercial paper
market, and are thus also subject to this risk. Similarly, we cannot be sure that we will continue to have access to
the seccuritisation market on terms comparable to those we have enjoyed in the past. We have sclected our
sources of liquidity in order to maxirmse our flexibility whilst minimising our financial costs and have recently
negotiated supplementary back-up lines of credit which we believe will enable us to meet all our cash
requirements in the reasonably foreseeable future. If one or more of these sources were to become unavailable,
our financing costs could increase and it could become more ditficult [or us to tinance our activilies.

I we are unable to manage our working capital effectively and negotiate appropriate payment terms with
our customers and supplicrs or, if we apply existing provisions more quickly than expected, we may be
required to seck new sources of [inancing in the future.

In the recent past we have not observed any deterioration in our gross customer advances or payment
conditions. The structure of customer down payments and progress payments is particularly important in our
long-term project activity, which represents approximately 40% of our sales. If we were required to accept
payment conditions which are worse than those we have today, and if we are unable to reflect these mwore
difficult terms in contracts with our supplicrs, our cash requircments would continue to grow, our net cash
position may be reduced and our need for financing increased.

At 31 March 2002, we had approximately € 3,849 million of provisions for risks and charges. I the
applications of these provisions resulted in earlier or higher than expected cash outflows, or if we had to increase
them due to unforeseen events or contingeneics, we could huve to increase our borrowings significantly.

We have given financial assistance in connection with the purchase of some of our products by our
customers.

In the energy and transport infrastructure markets, customers have occasionally required supplicrs such as
us to assist in financing purchases or projects. This has been particularly true in the Marine Sector, and to a lesser
extent in Power, Transport and T&D. This assistance may take the form of guarantees of indebtedness or taking
partial equity ownership of entitics operating the projects on a long-term basis. This evolution exposes us o
longer-term risks of customer defaults or bankruptey resulting in our guarantees being called or the value of our
equity investment being reduced. We no lenger intend to make commitments to provide guarantees of our
customers’ indcbtedness.
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At 31 March 2002, our vendor financing exposure amounted to € 1,493 million, of which € 1,044 million
related to our Marine Sector (€ 432 million relating to Renaissance Cruises, which entered into bankruptcy
proceedings in September 2001) and € 416 million related to our Transport Sector. We describe our vendor
financing exposure in greater detail in “Operating and Financial Review and Prospects — Operational Issues”.

We have retained € 144 million of provisions at 31 March 2002 to cover risks associated with Marine
Vendor financing. There can be no assurance that such provisions will be satisfuctory to cover all future
exposures relating to Marine vendor financing. We could incur losses in excess of the provisions we have
established, which could have a material adverse impact on our financial condition and results of operations.

We are exposed to credit risk with respect to some of our customers.

We are exposed to the credit risk of our customers. To the extent our customers do not advance us sufficient
funds to finance our expenses during the construction phase of our projects, we are exposed to the risk that they
will be unable to accept delivery or that they will be unable to make payment at the time of delivery. If this were
to occur, we could be unable to recoup the expenses we incurred in the project and could be unable to obtain the
operating margins we expected upon entering the contract. We intend to mitigate this risk by progress payments
and risk management procedures.

In fiscal year 2002, our ten largest customers accounted for 13% of our sales. If one of our largest customers
were unable to meet its commitments, due to bankruptey or any other reason, we could be unable to recover some or
all of the costs we incur on these projects, which could have a material adverse cffect on our results of operations.

Our results, cash flows and the price of our listed sccurities are exposed to currency exchange rate
movements.

A significant percentage of our sales and expenditures are realised and incurred in currencies other than the
euro. The prineipal currencies to which we had significant exposures in fiscal year 2002 were US dollars, Pounds
sterling and Swiss francs. Qur policy is to manage transaction exposure as follows:

* By matching the currencies of our sales with the specific currencies in which we incur related costs: and

¢ To the extent that we anticipate having unmatched foreign currency exposure, by hedging exchange rate

risks.

We do not specifically hedge our net assets invested in foreign operations. We monitor our market position
closely and regularly analyse markel valuations. In addition, our central corporate treasury department designs
and executes all derivative transactions other than forward currency exchange contracts. Our Sectors are
independently authorised to execute forward currency exchange contracts.

For consolidation purposes, the balance sheets of our consolidated foreign subsidiaries are translated into
curo at the period-end exchange rate, and their income statemients and cash flow statements are converted at the
average exchange rate for the period. The balance sheet impact of such translation may be material. Period-to-
period changes in the average exchange rate for a particular currency can significantly affect reported sales and
operating and other expenses incurred in such currency as reflected in our income statement, and therefore can
significantly affect our results of operations.

Currency exchange rate fluctuations in those currencies in which we incur our principal manufacturing
expenses (the euro, the Pound sterling and the Swiss franc) may have the effect of distorting competition between
us and. other competitors whose costs are incurred in otlier currencies. To the extent that our principal currencies
appreciate in value against such other currencies, our competitiveness against our competitors may be eroded.
Changes in the value of the euro against other currencies had no significant effect on our results of operations
during fiscal year 2002,
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Qur shares trade in euro on the Premier Marché of Euronext Paris, our ADSs trade in US dollars on the
NYSE and our UKDSs trade in Pounds sterling on the L.SE. The value of the shares, AD}Ss and UKDSs could
fluctuate as the euro, US dollar and Pound sterling exchange rates fluctuate. Since any dividends we may declare
are denominated in euro, exchange rate fluctuations will affect the US dollar equivalent of dividends received by
ADS holders and the Pound sterling equivalent of dividends received by UKDS holders.

We are subject to environmental regulations.

We are subject to a broad range of environmental laws and regulations in each of the jurisdictions in which
we operate, including local, national and international Jaws and regulations for the protection of the environment
relaling to the emission, handling, transport and disposal of hazardous materials.

There can be no assurance that we will not incur any environmental liabilities in the future and we cannot
guarantee that our reserves for environmental remediation and capital expenditures for environmental-refated
projects will be sufficient to cover the intended loss or expenditure. In addition, the discovery of new facts or
conditions or future changes in environmental faws, regulations or case law may result in increased cnvironmental
labilities that could have a material effect on our business, results of operations and financial condition.

Detailed information regarding industrial risks linked to the environment and our exposure to asbestos-related
liability is provided in the scction “Other risks — Compliance with environmental regulations and remediation.
health and safety issues” and in note 26 to the Consolidated Financial Statements tor fiscal year 2002.

Sales to emerging markets represent a significant proportion of our total sales.

In fiscal year 2002, we generated 19% of our sales in the emerging markets of Asia/Pacific, 8% in Africa
and the Middle East and 6% in Central and South America. We expect that sales to emerging markets will
continue to be a significant portion of total sales. Although we are generally covered by credit export guarantees
from the governments of the countries in which we have our main manufacturing bases, emerging market
operations present several risks, including extreme velatility in GDP, civil disturbances, cconomic and
governmental instability, nationalisation and expropriation of private asscts, significant fluctuations in interest
rates and currency exchange rates, the imposition of taxes or other payments by foreign governments or agencies,
and exchange controls and other adverse actions or restrictions imposed by foreign governments. There can be no
assurance that our financial condition and results of eoperations will not be materially adversely alfected by a
downturn in the economic conditions in any of these countrics or by any regional emerging market crisis.

We operate in competitive markets.

We face competition in our markets. both from large international competitors and, in a number of markets,
from smaller niche players. Industry consolidation is increasing globally and the main players are adopling a
strategy of global expansion. This competition has gencrally resulted in lower selling prices and a deterioration
of terms of payment in favour of our customers, which in wrn has significantly reduced cash generated by
operations. In response, we have adopted several ongoing prograrmumes o cut costs and improve cfficiency and
have adopted other strategic initiatives.

Although we believe we compete effectively in most of our major markets, there can be no assurance that
we will be able to continue to do so.

Preferential rights may not be exercisable by ADS holders and US sharcholders.

Under French law, shareholders have preferential rights (which may be waived) to subscribe on a pro rata
basis for cash issuances of new shares or other securities giving rights, directly or indirectly, to subscribe for
additional shares. US holders of ADSs muy not be able to excreise any preferential rights derived (rom the shares
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underlying their ADSs, and US holders of shares may not be able to exercise any preferential rights derived from
such shares, in each case unless a registration statement under the Securities Act is effective for such preferential
rights or an exemption from such repistration requirements is available. There can be no assurance that any
registration statement would be filed. 1f an ADS holder cannot exercise its preferential rights, the depositary of
our American depositary receipt facility will, if possible, sell suchh ADS holder’s preferential rights and distribute
the net proceeds of the sale to the holder. If the depositary determines, in its discretion, that such rights cannot be
sold, the depositary may allow such rights to lapse. In cither case the ADS holder’s interest in ALSTOM will be
diluted and, if the depositary allows rights to lapse, the ADS holder will not realise any value from preferential
rights available to shareholders. This would also be the case for a US holder of shares whose rights cannot be
exercised or sold.

OTHER RISKS

Legal risk
Significant matters and legal proceedings

We are involved in scveral legal proccedings as a plaintiff or a defendant. mostly contract disputes, that
have arisen in the ordinary course of business. Contact disputes, often involving claims for contract delays or
additional work, are common in the area in which we operate. particularly for large, long-term projects. In some
cases the amounts claimed against us in these proceedings and disputes are significant, ranging up
to € 207 million.

We believe that we have made adequate provisions to cover both current and contemplated general and
specific litigation risks. To date and to our knowledge. there are no other proceedings pending or threatened that
are expected to have a material adverse effect on our [inancial condilion and results of operations. See Note 26 to
the Consolidated Financial Statements for fiscal year 2002.

Other legal risks

We have not experienced any malerial adverse impact on our [inancial condition and results of operations
relating to national, European Union or US competition and antitrust laws. Tlowever, there can be no assurance
that the application of such laws will not have a materjal adverse effect on our reputation, financial condition or
results of operations in the [uture.

We are subject to laws which prohibit certain payments (o foreign governmental officials. political parties
and others. Some of our subsidiaries operate in countries known to experience corruption, which creates the risk
of a prohibited payment by our employees or agents. A limited number of former employees and agents of our
group have been or are currently being investigated with respect to alleged illegal payments. We have established
internal compliance programmes which we believe control the risk of illegal activity. Any determination that
ALSTOM or its subsidiaries violated such laws could have a material adverse impact on our results of operations
or financial condition.

Some entities of our group are bound by confidentiality agreements entered into in the normal course of
their activities and that are normally linked o major contracts. Breach of such confidentiality obligations could
lead to the payment of indemnities or other recourse that could have a material adverse impact on our financial
condition.

Intelleciual property
We own or have licenses to use various trademarks, patents and other intellectual property rights which are

of value in the conduct of its business, but to date no such license is, by itself, material to our activities.
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Market risks

We are exposed to a variely of market risks, including currency risk, interest rate risk and credit risk, in the
course of our business. Detailed information regarding this exposure is provided in “Operating and Financial
Review and Prospects — limpact of Exchange Rate and Interest Rate Fluctuations” and in Note 27 to the
Consolidated Financial Statements for fiscal year 2002.

Environment, Health & Safcty Management (E.H.S.)

We recognise our obligation to our stakeholders, employees, customers, suppliers and the communitics at
large in which we operate, to provide a safe working place and safe products, to minimise the impact of our
operations on the environment and to protect our industrial and commercial assets.

To this end, we have put in place a global policy covering the management of Environment, Health and
Safety risks at an individual operating unit level, to achicve a high level of performance including strict
compliance of local norms and regulations. The global policy is designed and co-ordinated at the corporate level
and is adapted and implemented locally. We have selected independent risk specialists, Factory Mutual Global
(FMG) and URS to carry out throughout the world the Corporate EHS annual audit programme of our
manufacturing sites. FMG and URS are also supporting the operating units in the creation of specific action and
improvement plans. The completion of the action plan 1s measured and followed up through a monthly corporate
reporting process. Through our envirenmental managenent programime, we scek primarily to:

*  Develop products and services that have an aceeptable impact on the environment along the product life
cycle from manufacturing through product use and at the end of their useful lives;

¢ Evaluate the environmental impact of new industrial processes prior to their implementation as well as
the discontinuation of existing processes or the disposal of existing sites:
* Improve lechnology in order to reduce the consumption of encrgy and natural resources and to minimise

waste and pollution; and

¢ Promote the application of our environmental management principles o our sub-contractors and
suppliers.

Health and Safety programmes arc implemented at each of our operating units. Such programmes typically
cover health and safety 1ssues, both at the design stage of the workplace and product equipment through to their
implementation and use, as well as accident and discase prevention programmes.

Our industrial risk management programimes are designed to minimise exposure to loss or damage to our
assels and to ensure business continuity. This includes exposure Lo firc, breakdown and natural catastrophes as
well as theft or deliberate damage.

We have established Environmental, Health and Safety co-ordination in order to improve the coherence of
the prevention programmes. We have created Environmental, Health and Safety follow—up indicators as well as a
system of reporting.

During fiscal year 2002, 341 EHS audits were carried out by FMG and URS and have been reviewed by the
local Managing Directors in order to validate the areas of improvement suggested by the auditors.

Compliance with environmental regulations and remediation, health and safety issues

We are subject to a broad range of environmental laws and regulations in each of the jurisdictions in which
we operale. These laws and regulations impose increasingly stringent environmental protection standards on us
regarding, among other things, air emissions, wastewater discharges, the use and handling of hazardous

124

PO‘S@ \30 of l"lb/



wasle or malerials, waste disposal practices and the remediation of environmental contamination. These
standards expose us to the risk of substantial environmental costs and liabilities, including liabilities associated
with divested assets and past activities. In most of the jurisdictions in which we operate, our industrial activities
arc subject to obtaining permits, licences orfand authorisations, or to prior notification. Most facilities must
comply with these permits, licences or authorisations and are subject to regular administrative inspections.

We invest significant amounts to ensure that we conduct our activitics in order to reduce the risks of
impacting the environment and regularly incur capilal expenditures in connection with environmental compliance
requirements, Although we are involved in the remediation of contamination of certain properties and other sites,
we believe that our facilities are in compliance with their operating permits and thal our operations are generally
in compliance with environmental laws and regulations.

The outcome of environmental matters cannot be predicted with certainty and there can be no assurance that
the amounts we have budgeted and provided will be adequate. In addition, future developnients, such as changes in
law or environmental conditions, could result in increased cnvironmental costs and labililies that could have a
material effect on ovur financial condition or results of operations. To date, no significant liability has been asserted

~against us, and compliance with environmental regulations has not had a material effect on the results of operations.

We are also subject to regulations, including in France, the UK and the US, regarding the control and
removal of ashestos—containing material and identification of potential exposure of employees to asbestos. It has
been our policy to abanden definitively the use of products containing asbestos by all of our operating units
world-wide and to promote the application of this principle 10 all of our suppliers, including in those countries
where the use of asbestos is permitted. In the past we have used and sold some products containing asbeslos,
particularly in France in our Marine Scctor and (o a lesser extent in our other Sectors. As a result, we arce
currently subject to approximately 1,300 asbestos-related cases in France from employees. former employees or
third parties. We believe, however, based in part on a number of court decisions, that compensation for most of
such cases, including cases where we may be found to be at [aolt, is or will be borne by the general French social
security (medical) funds and by the publicly funded Indemnification Fund for Asbestos Victims. We believe that
for the cases where this may not be the case, we either have adequate insurance coverage or have made adequate
provisions to cover any such current or conternplated claims. We are also subject o a small number of asbestos-
related or other harmful substance claims in other countries, including in the United States, which we are
currently litigating. We do not expect such cases to increase substantially in number and believe we have good
defences available and may alse have adequate insurance available. We can, however, give no assurances that
such cases will not grow in number or that those we have at present or may face in the future, may not have a
material adverse impact on our results of operations.

Insurance

Our policy is to purchase insurance policies covering risks of a catastrophic nature from insurers presenting
excellent solvency criteria. The amount of insurance purchased varies according to an estimation of the
maximum foreseeable loss. This estimate is made within the framework of the industrial risk management for
property damage and depends on the evaluation of the maximum legal risk considering the various activities of
our group for our civil liability. We believe that our insurance programmes in foree at present have satisfactory
limits. In the future our ability to maintain adequate insurance coverage will depend on the available capacity in
the insurance market. Following the events of 11 September 2001, the insurance indusuy is continuing to
consolidate and insurers are generally reducing their exposure to any particular customer, increasing premiums,
reducing insurance coverage and requiring higher deductibles. Qur principal insurance policies expire at the end
of calendar year 2002 and we expect that we will be unable to renew our policies on financial terms as favourable
as those which we cnjoy today. In addition, there can be no assurance that we will be able to continue to procure
the same scope of coverage which we have today. '

We generally self-insure risks which have higher frequency and lower severity.
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Two insurance programmes covering respectively the Power Scctor and other Scctors are in [orce. These
global and centralised programmes include coverage for property damage and subsequent business interruption,
transportation, damage during construction or installation of projects as well as coverage for liability before and
after delivery. Both of these programmes will be merged at their renewal date on 1 January 2003,

In addition, we purchase in the various countries where we are present, policies of insurance of a mandatory
nature or to cover specific risks such as automobile or worker’s compensation or employer’s liability.
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STATUTORY ACCOUNTS

Income Statement

Yecar ended March 31
Note 2000 2001 2002

(in € million)

MO TAL SALES . 2.5 2.8 -
Release of provisions and depreciation . ... ... o o o ool 50 226 -
Other operaling INCOME . . ..ottt et 759 877 944
Total OperatingIncome (T) ... ... ... . ..o o o 834 1131 944
Other supplies purchased and external expenses . ........ . ..., 493 464 396
Taxesand duties . ... o i e e 13 0.5 0.7
Depreciation and Provisions for risks and charges . ... ... ... ... . ... ..., 0.7 - 1.9
OLher Operdting eXPensSes .. . oottt e (2) 0.1 0.4 0.3
Total Operating Expenses (IT) ... ... ... .. . .. i, 514 473 423
OPERATINGINCOME((T-II) . ... ... 3200 658 51.9
Dividends received . ... .. 1579 1102 1556
Other interest income and related income ... ... . L 577 1342  88.0
Reallocation of eXpenses .. ... 12.2 - -
Foreign exchange gains ... ... . e - - -
Total Financial Income (TIT) . ... ... .. . . . . . .. . .. 227.8 2644 243.6
Depreciation and provisions ... ... . 0.9 1.7 3.5
Interest expenses and related EXPeNSEs . ... ... i i 938 2037 2382
Foreign exchange losses .. ... - - -
Total Financial Expenses (TV) ... ... . . . . . i 94,7 2054 2417
Financial Tncome (YT -IV) ..o o o 133.1  59.0 1.9
OPERATING INCOME AFTER FINANCING (I -TI+11T-1V) ...... ... .. (Iy 1651 1248 3538
NONRECURRINGINCOME (V) ... ... ... . - 0.7 0.1
Current income Lax (VD) oL 3y (501 (33.2) 136.9)
Total Income T+ TT+ V) . 311.2 378.2 338.1
Total Expenses AT+ IV + VD) ..o o 96.0 2195 2473
NETINCOME . . 2152 1887 90.8
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Balance Sheet

Note

Net value at March 31
2000 2001 2002

ASSETS

FIXED ASSETS

Intangible fixed assets ... . i i
Financial assels . . ... .. e e 1y

TAVESTIIENLIS o ottt t ettt et e et et e
Advanced tosubsidiary ... .o oo

Total Fixed Assets (I) .. ... ... . i
CURRENT ASSETS
Otherreceivables ... (2)

s e e e e e (3)
Prepaid exXpenses ... e (4)

Total Current Assets (IT) . . ... ... . ... . i
TOTALASSETS(I+1ID) .. ...

Note

(in € million)

1.7 1.7 1.7

8,038.0 6,553.5 65535
— 9548  4.023.9

$,039.7 7,510.0 11,179.1

884.2  4,136.6 658.5
155 152 17.1
4.5 19.4 122

9142 4,171.2 748.4
8,953.9 11,681.2 11,9275

Net value at March 31

2000 2001 2002

SITAREIIOLDERS’ EQUITY, PROVISIONS AND LIABILITIES
SHAREHOLDERS' EQUITY

Sharecapital ... oo {(5)
Capital surplus . ... ... o
Reserves

Legal reserves ...

Non distributable reserves .. ... . o
Retainedearnings . ... .. oo

Net profit for the currentyear ... ... ... .
Interimdividend . ...

Net sharcholders® equity (I)

Undated subordinated noles . ... ... o i (6)
Total Shareholders’ Equity (A1) .. ... .. ... ... ... ...
PROVISIONS FOR RISKS AND CHARGES

Provision for risks

Total Provision (ITT) . .. .. .. ... . . .. . ..

LIABILITIES . .. . e (7)(8)
Bondsissued ...
BorrowWings .. .o e
Other financial debt ... ... . o
Tradepayables ... ..o
Tax, social security debts and dividend payable
Other payables and accrued expenses
SUB TOTALLIABILITIES (IV) .. ........ ... .. oL

TOTAL SHAREHOLDERS’ EQUITY, PROVISIONS AND
LIABILITIES (I + II + III + IV)

(in € million)

1,282.2 2923 1,2923
55000 55304 55304

130.3 130.3 1303
209 209 209
43 102.5 1429
215.2 138.7 90.8

7,1534  7,235.1  7,207.6

— 250.0 250.0
—_ 250.0 250.0
22.6 — 1.9
22.6 — 1.9

6723 1227.1 12268
438.1 8346  2,187.1
622.0 20877 11,0015

1.8 411 10.4
346 0.5 40.4
9.1 51 1.8

1,777.9  4,196.1  4,468.0

§,953.9 11,6812 11,9275




NOTES TO THE FINANCIAL STATEMENTS
Summary of accounting policies

The accounts as of 31 March 2002 have been prepared in accordance with the provisions of the French Law
dated 30 April 1983, pursuant to French decree dated 29 November 1983 and of the French General Accounting
Rules 1999 as described by French CRC regulation 99-03 dated 21 September 1999.

Main events of the financial year

No muain events have Lo be reported.

Basic principles
French Generally Accepted Accounting Principles have been applied:

*  Going concern,
*  Cut-off between accounting periods; and
*  Consistency of accounting methods.

The accounting methods are based on historic cost.

Investments

Investments are recorded at direct acquisition cost. Any additional costs are recorded as expenses 10 be
amortised over a five year period.

Investments are valued at the lower of cost or valuation. If the valuation of the investment is lower than the
hook value, a provision is recorded to cover the difference. The year end valuation is made on the basis of current
use value defined as the value of the investment to the Company employing a number of valuation methods,
including return on assets, {uir value and other methods, as appropriate.

Borrowings

Borrowings are recorded at the nominal value. Borrowing costs are recorded as expenses to be amortised
over the duration of the borrowings.
Exchange operations

There were no specific foreign exchange operations during fiscal year 2002 other than in the ordinary course
of business.

New financial instruments

New financial instruments are used to cover interest rate risks on bonds and other long-term debt.

Tax consolidation

The Company is the leader of the French Tax group, and any tax savings are recorded in its books.
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NOTES TO THE BALANCE SHEET
Note 1 - Financial Assets

ALSTOM Holdings is the only subsidiary of ALSTOM. It owns all operaling entities of the group. Financial
assets that correspond to the shares of ALSTOM Holdings amount to € 6.553.5 million and ALSTOM Holdings’
advances of € 4,623.9 million, including € 32.1 million as accrued interest.

Main figures of ALSTOM Holdings are:

(in € million)

Share capital . . ... 401.5
SalES L 74.1
Nl LS ULt L. it i e e (2.8)
Dividend received by ALSTOM oo 03

Note 2 - Other Receivables

Other receivables due within one year :

Gross Afliliated
value  corporations

(in € million)

Trade receivables O e 570.4 22.0
Current account ALSTOM Holdings ... ... 33.0 33.0
Other receivables ... 55.1 -

6538.5 55.0

I

M Including € 546.3 million of receivables acquired from Group companies to guarantee the Commerzbank
line of credit.

Note 3 ~ Cash

Cush includes inlerest income receivables on swap operations and a one month revolving deposit of
€ 67 nillion from Commerzbank.

Note 4 - Prepaid expenses

Auwortization  Net value
Initial cduring 31 March
antount the year 2002

(in € million )
Pre-paid Expenses

Bomowing CostS . oo e 134 2. R4
Issuing cost of undated subordinated note ....... ... .. ... .. 2. 0.6 1.5
OHerS o 02 02 -
Prepaid expenses (0 oo - - 2.1
Bondsdiscounts . . ... - - 0.2

16 34 12.2

M Tncluding financial expenses on credit lines (€ 1.3 million).
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NOTES TO THE BALANCE SHEET (Continued)
Note 5 - Shareholders® equity

Number Per value
Existing shares at beginning of year . ........ ... ... i i i 215,387,459 €6
Shares 1ssued . ... e - €6
Existing shares atyearend . ... 215,387,459 €6

Changes in net sharcholders’ cquity include dividends of € 118.3 million and net income.
in € millions

Retained earnings as of 1 April 2001 .. ... .o 102.5
Prior fiscal year resull . ... ..o e 158.7
Dividend paid ... ... (118.3)
Retained earnings as of 31 March 2002 Lo L e 1429

Note 6 — Undated subordinated notes
ALSTOM issued. on 29 Sepiember 2000 € 250 million Auction Rate Coupon Undated Subordinaied Notes.
These notes may be redeemed at the option of the issuer except in certain exceptional circumstances, including
any failure to pay interest when due, when they may be redecmed at the option of the holders. They rank pari
passu with holders of other subordinated indebtedness. Interest will be payable semi-annually. at vanable rates
based on EURIBOR. The payment of the interest accrued may be suspended if both of the following conditions
are satisfied:
*  The annual non-consolidated accounts of ALSTOM (parent company) show an absence of inconme
available for distribution; and
*  The annual consolidated accounts of the Company show that the consolidated net income available for
distribution to common shareholders is less than or equal to zero.

Note 7 - Liabilities

Amount as Oneto More
of 31 March, Within five than five
2002 one year years years

(in € million)
Financial debt

Bondsissued ... .. 1.226.8 26.8  1,200.0 -
BOITOWIN S . ot e 2,187.1 7039 12832 2000
Other financial debt .. .. ... ..o 1,001.5 1,001.5 - -
Trade payables and related accounts ..o oo 10.4 10.4 - -
Tax, social security debts ... ... i 404 404 - -~
Other liabilities .. ... ... 1.8 1.8 - -
Total o 4,468.0 11,7848 2,4832 200.0

Bonds
A €650 million 5% bond was issued in July 1999 with a redemption date of 26 July 2006.
A €550 million 5.625% bond was issued in February 2001 with a redemption date of 6 February 2004,
€ 26.8 million related to accrued interest.

The bond issue, nominal value of € 650 million, was initially swapped up to € 600 million from fixed to
floating rate. € 280 million has been returned to a fixed rate exposure and € 320 million remain swapped from
fixed to floating rate at 31 March 2002,

Borrowings
Borrowings of € 2,187.1 million include:
* A Commerzbank debt for € 400 million;
. Syndicated bank credit linzs of € 1,350 million;
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NOTES TO TIHE BALANCE SHEET (Conlinued)
¢ C.N.CEPdebtof €200 million;
*  CRCA Mutuel Charente Périgord debt of € 33.2 million: and

¢ €3.7 million related to accrued interest.

Other financial debt

Other financial debt comprises internal borrowings linked to the purchase of trade receivables amounting
10 € 546.5 million and commercial paper amounting to € 435.0 million.

Trade payables and related accounts

Trade payables and related accounts amounted to € 10.4 million included € 6.4 million payable to group
companies.

Note 8 -~ Accrued expenscs

Amount

(in € million)

Other financial debt ... o o 0.2
Trade payables and related accounts ... . L 1.4
Other Liabilithes . ... e e 02
TOT AL L 1.8
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NOTES TO THE INCOME STATEMENT

The net income of the year ended 31 March 2002 amounted to € 90.8 million.

Note 1 — Qperating income after financing

Operating income
Income from operations of € 51.9 million is mainly composed of management fees invoiced to the

companies of the ALSTOM CGroup for the use of the ALSTOM name of € 94.4 million, less the management fees
invoiced by ALSTOM Holdings (€ 6.0 million) and other purchases and expenses.

- Financial income

Financial income amounted to € 1.9 million and includes:
¢ €243.6 million dividends received and other interest income: and

¢ € 238.2 million interest on bonds und borrowings.

Note 2 - Other operating expensces
*  Included in other operating expenses is Directors fees of € 300,000.

*  The directors of the Company do not receive any other compensation from the Company.

Note 3 ~ Current income tax
The Company is the leader of the French Tax Group. The tax savings are recorded in its accounts.

The tax credit of € 36.9 million compriscs € 22.1 million from within the tax grouping profit aver the
consolidated organisation and € [4.8 milfion prior-year tax credits.

Other information
Commmnitents
The Company has issued commitments of € 91.0 million, including commitments in respect of its
subsidiaries.
At the end of March 2002, the Company had credit lines of € 3,110 million available of which € 1,550

million had been utilised.
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STATUTORY AUDITORS’ REPORT
Year ended 31 March 2002
(translated from French)

To the shareholders of ALSTOM,

In compliance with the assignment entrusted to us at your Shareholders’ Annual General Meeting, we
hereby report to you, for the year ended 31 March 2002 on:

~  the audit of the accompanying financial statements of ALSTOM reported in euro.

—  the specific verifications and information required by law.

These financial statements have been approved by the board of directors. Qur role is to express an opinion
on these financial statements based on our audit.

1. Opinion on the financial statements

We conducted our audit in accordance with the professional standards applicable in France. Those standards
require that we plan and perform the audit to obtain reasonable assurance as to whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall [inancial statements presentation.
We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements. presented in accordance with the accounting principles generally

accepted in France, give a true and fair view of ALSTOM’s financial position and its asscls and liabilities, and of
the results of its operations for the year then ended.

2. Specific verifications and information

We also performed the specific verifications required by law, in accordance with the professional standards
applicable in France.

We have no comment as to the fuir presentation and the conformity with the financial statements of the
information given in the management report of the board of directors, and in the documents addressed to the

sharcholders with respect to the financial position and the financial statements.

In accordance with the law, we verified that the management report contains appropriate disclosure as to the
pereentage interesls and votes held by sharcholders, and as to the acquisition of shares and controlling interests.

Neuilly-sur-Seine, 7 May 2002

The Statutory Auditors

Barbier, Frinault & Aufres Deloitte Touche Tolimatsu
Ernst & Young Network

Gilles Puissochet Alain Pons
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SPECIAL AUDITORS? REPORT ON
RELATED PARTY TRANSACTIONS
Yecar ended 31 March 2002
(translated from French)

To the Sharcholders of ALSTOM,

In accordance with our appointment as statutory auditors at your Company, we hercby report on the
agreements involving members of the board of directors of your Company.

The terms of our engagement do not require us to identify such agreements, if any, but to communicate to
you, based on information provided to us, the principal tcrms and conditions of those agreements brought to our
atlention, without expressing an opinion on their uscefulness and appropriateness. It is vour responsibility,
pursuant to Article 92 of the Decree of 23 March 1967, to assess the various interests involved in respect of the
conclusion of these agreements for the purpose of approving them.

Authorised Agreements for Fiscal Year 2002

We hereby inform you that we have not had been notified of any agreements covered by article 1..225-38 of
the Code de Commeree.

Agreements Approved during Previous Fiscal Years and Exccuted during Fiscal Year 2002

In addition, pursuant to Deeree of 23 March 1967, we have been advised that the fellowing agreements
entered into and authorised by the board of dircetors of your Company in previous vears have had continuing
effect during the year.

With Aleatel and Marconi ple (formerly the General Electrie Company ple) (“Marconi™)

As part of the sale of shares of ALSTOM by Alcatel and Marconi ple, signature of a guarantee and
placement agreciment among ALSTOM, Alcatel, Marconi ple and a group of banks and financial institutions.

With Marconi ple (formerly the General Electric Company, ple) (“Marconi®) and GEC ALSTHOM N.V,

Provisional services agreement of 16 June 1998: this agreement sets forth the terms and conditions
governing the gradual execution of maintenance for an interim period following flotation of certain support
services provided by Marconi. namely those pertaining to insurance matters. intellectual ownership, pension
schernes, real estate management, environmental issues and profits on group purchasing agreements.

For fiscal year 2002 no amount has been paid under this agreement

With Alcatel and GEC ALSTHOM NV,

Provisional services agreement of 16 June 1998: this agreement sets forth the terms and conditions
governing the gradual execution of maintenance for an interim period following flotation. of certain assistance
services provided by Alcatel, numely those pertaining to insurance matters, intellectual ownership, real estate
management, profits on group purchasing agreements and telecommunications.

For fiscal year 2002 no amount has been paid under this agreement.
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With GEC ALSTHOM N.V. .

Agreement covering the transfer by GEC ALSTHOM N.V. of its rights and commitments to ALSTOM, as
set forth in the shareholders’ agreements of 21 February 1990 between GEC ALSTHOM N.V., General Electric
and Eurcpean Gas Turbine N.V. (“EGT™), a subsidiary of GEC ALSTHOM N.V. Under this transfer agreement,
ALSTOM undertakes to compensate GEC ALSTHOM N.V. for any losses or damages incurred as a result of
such shareholders’ agreement.

For fiscal year 2002 no amount has been paid under this agreement.

With Marceni ple (formerly The General Electric Comipany, ple) (**Marconi’*) and Alcatel

Within the framework of the initial public offering of ALSTOM, signature of a guarantee and placement
agreement on 21 June 1998 among ALSTOM, Alcatel, Marconi and a group of banks and financial institutions.

With Marconi p.l.e. (formerly The General Electric Company, ple) (“Marconi”) and Alcatel

As part of the initial public offering of ALSTOM, signature of counter guarantee on 21 Tune 1998 between
ALSTOM, Alcatel and Marconi, under which ALSTOM undertakes to conmpensate its sharecholders Marconi and
Alcatel for any sums that they may have (o pay as part of the guarantee and plucement agreement.

For fiscal year 2002 no amount has been paid under this agreement.

With Alcatel et Marconi plc (formerly The General Electric Company, ple) (*Marconi’)

As part of the initial public offering of ALSTOM, signature of an agreement covering the registration of
rights on 21 June 1998 among ALSTOM, Alcatel and Marconi. under which Alcatel and Marconi are entitled to
register their shares in ALSTOM with the Securities and Exchange Commission with a view to making a public
offering in the US.

With GEC Alsthom N.V.

Compensation and repayment agreement signed on June 21, 1998 between GEC ALSTHOM N.V. and its
receiver ALSTOM. As part of the restructuring of the group and, namely of the winding-up of GEC ALSTHOM
N.V., the purpose of this agreement was to assure the receivers of GEC ALSTHOM N.V. that ALSTOM that was
to become sharcholder was willing to repay an amount cquivalent to the excess distribution it may receive from
the wind-up, and, subject to certain conditions, to finance any tuxation payable by GEC ALSTHOM N.V. as part
of the distribution of its assets.

We conducted our procedures in accordance with professional standards applicable in France. Those
standards require that we confirm the information provided to us with the relevant source documents.

Neuilly-sur-Seine, 7 May 2002

The Statutory Auditors

Barbicr, Frinault & Autres Dcloitte Touche Tohmatsu
Ernst & Young Network

Gilles Puissochet Alain Pons
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PROPOSAL FOR THE APPROPRIATION OF INCOME

The result for the fiscal year ended 31 March 2002 amwounts to € 90,818,472.19. The following
appropriation will be proposed to the Shareholders’ Meeting:

Amount (in €)

Income forthe fiscal year . ... ... o i e e e 90,818,472.19
Amount previously carried forward . ... 142,760,709.38
Allocation 10 the legal TESCIVE L .ottt i e e e -

DistribUtable ICOME L. o e e e 233.579,181.57
Balance camied forward . ... L 233,579,181.57

Given the consolidated net loss recorded for fiscal year 2002, the board of directors decided not to
recommend the payment of a dividend for this fiscal year.

DIVIDENDS DISTRIBUTED DURING THE THREE PRECEDING FISCAL YEARS

Number of Tax Global
Shares Dividend  credit  amount
€ € €

Fiscal year 2001 .. oo 215,387,459 (.55 0.275 0.825

Fiscal year 2000 . .o oo e 213,698,403 0.55 0.275  0.823
Fiscal year 1999

Interimdividend (*) . ... 200,000,000 1.13 0.566 1.696

Finaldividend ... .. . 213,698,403 0.50 0.250 0.750

(*) Paid on 22 June 1998 sclely to the twe principal sharcholders ws of such date.
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FIVE YEAR SUMMARY
(Statutory accounts)

31 March 31 March 31 March 31 March 31 March
1998 1999 2000 2001 2002

Capital at year end
a) Share capital ( in € thousands ) ....... 38 1,303,124 1,282,190 1,292,325 1,292,325
b) Number of outstanding issued shares .. 2,500 213,698,403 213,698,403 215,387,459 215,387,459
Operations and income for the year

(in € thousands)
a) Dividend received ................. - 307,332 157,964 110,167 263
b) Income before tax, profit sharing,

depreciation and provisions ....... ... - 390,910 166,450 106,212 59,378
cylncometax ......... ... ... - (21,662) (50,171 33,232 36.875
d) French legal profit sharing . .......... - - - - -
¢) Net income after tax, profit sharing,

depreciation and provisions ........ .. - 346.381 215.232 158,743 90,518
DDividends ... oo - 106,856(a) 117.534 118.463 -
Larnings per share (in €)
a) Net earning after tax, profit sharing, but

before depreciation and provisions . . .. - 1.73 1.01 0.65 0.45
b) Net earning after tax. profit sharing,.

depreciation and provisions ........ .. - 1.62 1.01 0.74 0.42
c) Net dividend pershare .............. - 0.5(Ka) 0.55 0.55 -

Personnel (b)
a) Number of personnel employed during

theyear ... ... i - - - - -
by Amount of gross wages and salaries for

the year (in € thousands) ............ - - - - -
¢) Amount of social charges tor the year

(Social sceurity and other welfare

benefits) ..o - - - - -

(x) To which must be added an interim dividend of € 226 million (i.e. € 1,13 per share) paid on 22 Junc 1998 solely to the two principal
shareholders as of that date.

(h) The Company has no employees.,
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IDENTITY OF THE COMPANY

Company name and registered office

ALSTOM
25, avenue Kléber, 75116 Paris — France

Legal form, applicable legislation, and competent jurisdictions

Limited liability company (French société anonyme a conseil d'administration) incorporated under the laws
of France and regulated notably by the French Commercial Code (Code de commerce).

Duration
ALSTOM was incorporated under the name “JOTELEC” on 17 November 1992 and its existence will
expire on 17 November 2091, unless it is carlicr dissolved or its life is extended.

Registration number: 389 058 447 Paris

Industry code: 625 E

SUMMARY OF KEY PROVISIONS OF THE ARTICLES OF ASSOCIATION
Purpose of the company (article 3 of the Articles of Association)
The objects of ALSTOM are directly or indireetly:

— The conduct of all industrial, commercial, shipping, {inancial, real property and asset transactions in
France and abroad. notably in the following fields:

*  LEnergy;

*  Transmission and distribution of energy:
*  Transport;

¢ TIndustrial equipment;

*  Naval construction and repair work;

Engineering and consultancy, design and/or production studies and general contracting associated
with public or private works and construction; and

+  Morc generally, activities related or incidental to the above:

— Participation, by every means, directly or indirectly, in any operations which may be associated with its
objects, by the creation of new companics, capital contributions, subscription or purchuse of stocks or
rights, merger with such companies or otherwise; the creation, acquisition, lease or take over of
business goodwill or businesses; the adoption, acquisition, operation or sale of any processes and
patents concerning such activities; and

— Generally undertaking all industrial, commercial, financial and civil operations and real property and
asset ransactions that may be dircctly or indirectly associated with ALSTOM's objects or with any
similar or related object.

Furthermore, ALSTOM can take an interest, of whatever form. in any French or foreign business or
organisation. ’
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Fiscal year (article 18 of the Articles of Association)

From 1 April to 31 March.

Inspection of legal documents

The Articles of Association, minutes of shareholders’ meetings and other corporate documents are available
for inspection at ALSTOM’s registered office.

Sharcholders’ meetings (article 15 of the Articles of Association)

Convening and proceedings — Agenda — Ordinary and extraordinary general meetings, satisfying the legal
conditions for quorum and majority voting, exercise the powers respectively attributed to them by the law. They
are convened in accordance with the rules and the terms laid down by law.

Meetings are held at the registered office of ALSTOM or at any other place determined by the board, either
within the “département” in which the registered office is located or in any other French territory.

The agenda of the meeting is drawn up by the board of dircctors it the board has called the meeting and, il
not, by the person calling the meeting. However, one or more shareholders satisfying the conditions laid down by
law may request the inclusion of draft resolutions on the agenda. Questions not appearing on the agenda may not
be considered.

Admission and representation — Ordinary and extraordinary general meclings arc made up of all
shareholders without distinction between the class of shares which they hold,

In all shareholders’ meetings, holders of registered shares will not be entitled to vote unless their shares are
registered under their names at the fatest two days before the meeting and remain so registered until the end of
such meeting. Holders of bearer shares must, two days at the latest before the date of such mecting, provide
evidence that they have deposited their securities under French legal conditions or produce one of the certificates
deseribed in Article 136 of the French decree of 23 March 1967. These time periods may be changed by the
board of directors.

Any sharcholder who has voted by correspondence or designated a proxy by presenting a certificale of
immobilisation delivered by the share depository, may nevertheless sell all or part of the shares by which he has
cast his vote or his designation, provided that he notifics the issuing company of the elements allowing his vote
or proxy to be cancelled or to modify the number of shares and corresponding votes, no later than noon on the
day prior to the meeting,

A shareholder may arrange to be represented by another shareholder or by his or her spouse.

Sharcholders may vote by proxy or by postal vote at general meetings under the conditions laid down by
law.

The board of directors shall have the powers to organise, within the limits of the law, the participation and
voting of the shareholders by videoconference or any other telecommunication means permitting the
identification of such shareholders. The sharcholders who participate by videoconference or by any of those other
telecommunication means shall be deemed present for purposes of the caleulation of the quorum and mujority.

Voting rights - Each member of the meeting is entitled to onc vote for cach share held. At all ordinary,
extraordinary or special general meetings, the voting right on shares shall, in cases where such shares are subject

to usufruct (life interest), be exercisable by the the usufructuary. There are no double voting rights.
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Notification of holdings exceeding certain percentages (article 7 of the Articles of Association)

In addition to the legal obligation to notify ALSTOM of certain shareholding levels set forth in articles
I..233-7 to L. 233-11 of the Code de cominerce, any individual or legal entily acquiring a number of ALSTOM
shares giving a sharcholding in excess of 0.5% of the total number of shares issued must notify ALSTOM by
letter, fax or telex of the total number of shares that he possesses within fifteen days of this threshold being
exceeded. Notification is to be repeated under the same conditions whenever an additional 0.5% threshold is
exceeded, up to and including a threshold of 50%. To determine these thresholds, both indirectly held shares and
shares classified with shares owned (as defined by the provisions of articles L. 233-7 et seq. of the Code de
commerce) should also be taken into account.

In cach of the above-mentioned notifications, the declaring person mwust certify that the notification includes
all shares held or owned in the seénse of the preceding paragrapli. Such notification must also indicate the
acquisition date(s). In the event of non-observance of the above provisions and in accordance with the conditions
and levels established by law, a sharchelder shall lose the voting rights relating to the shares in excess of the
thresholds which should have been notified, if one or more sharcholders holding at least 3% of the share capital
so require(s).

Any sharcholder whose sharcholding falls below one of the above-mentioned threshelds is also under an
obligation to notify ALSTOM within the same length of time (i.e. 15 days) and by the same means.

Identification of holders of bearer shares (article 7 of the Articles of Association)

ALSTOM may, under the conditions laid down by the legal and regulatory provisions in force, request any
officially authorised organisation or intermediary to pass on all information concerning its sharcholders or
holders of its stock conferring an immediate or subscquent right to vote. their identity and the number of shares
that they hold.

Appropriation of income (article 20 of the Articles of Association)

The profits for fiscal year consist of the revenues relating to the preceding fiscal year, less overheads and
other company expenditure including provisions and depreciation allowances.

At least 3% is set aside from the profits less any previous losses if appropriate o form the legal reserve
fund. This provision ceases to be mandatory once the value of the fund reaches one-tenth of the share capital.

The remainder (less the above deductions) of the retained carnings and withdrawals trom the reserves which
the gencral mecting has at its disposal shall, if the general meeting so desires, be distributed among the shares,
once the sums carried forward by the said meeting or transferred by it to ene or more reserve funds have been
deducted.

After the accounts have been approved by the general meeting, any losses are carried forward to be charged
against the profits of subsequent fiscal years until they are cancelled out.

Each sharcholder may be granted, at the general mecting, for atl or part of the dividend or interim dividend
to be distributed, an option to be paid the dividend or interim dividends in cash or in shares of ALSTOM, under

the current legal and regulatory conditions.

Dividends not claimed at the expiration of a {ive-year period arc paid to the French Tax Entity Trésor
Fublic. '
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Proposed amendments to the Articles of Association

It will be proposed to the next ordinary and extraordinary shareholders” meeting scheduled on first call on
21 June 2002 and if the quorum is not met, on second call on 3 July 2002 to:

Reduce from 6 to 4 years the duration of the mandates of the directors and of the censors. For the
directors, the new term would apply to directors appointed during and after 2002: and to

Update the Articles of Association in accordance with law no. 2001-420 of 15 May 2001 relating (o new
economic regulations in order to include the new legal provisions mainly relating to the role and powers
of the board of directors, the chairman of the board of directors, the chicf executive officer and the
delegated chief exceutive officer, the role of intermediaries acting for non-resident sharcholders and to
define the terms under which the board of directors chooses the method of general company
management, and to facilitate the giving of notice of board meetings.
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SHARE CAPITAL — OWNERSHIP OF THE SIIARE CAPITAL — STOCK MARKETS

As of 7May 2002, ALSTOM’s share capital amounted to € 1,292,324,754 consisting of 215,387,459 shares,
with a nominal value of € 6 per share, all of the same class and fully paid.

Authoerisations to increase the share capital

The ordinary and extraordinary meeting of the sharcholders held on 24 July 2001 has approved the

following authorisations:

Authorisations to increase the share capital

Maximum nominal
amounts authorised

Qutstanding amount

Duration

Issuance  of shares and/or secunties
redeemable, convertible or exchangeable
into capital shares of ALSTOM, with
maintenance  or  without  preferential
subscription rights.

(resolutions n”12 and 13)

Issuance of shares in connection with the
issuance of debt securitics with share
purchase warrants and of composile
sceuritics by subsidiaries of ALSTOM.
(resolution n“14)

Capital increase:
€ 400 million

Issuance of debt secunties:

€ 1 billion

Capital increase:
€300 million

Issuance of debt securities:
€ 1 hillion

26 months as
from 24 July 2001

Incorporation of capital reserves. profits or
premiums
(resolution n°16)

Capital increase:
€ 200 million

Capital increase:
€ 200 million

26 months as
from 24 July 2001

(Granting of stock options giving rights to
subscribe new shares of ALSTOM or to
purchase existing shares of ALSTOM.
(resolution n°17)

Capital increase:
5% of the share
capital as of the dute of grant
by the board of directors

Capital increase:
0.96% (*)

38 months as
from 24 July 2001

Issuance of shares andfor other sceuritics
giving access to ALSTOM shares, reserved
tor employees participating in a  group
savings plan.

(resolution n®18)

Issuance of ALSTOM shares rescrved for
ALSTOM Employce Participations Ltd,
constituted in favour of cmployces of
foreign subsidiarics belonging to a group
savings plan.

(resolution n°19)

Capital increase:
€ 100 million

Capital increase:

€ 100 million

S years as from
24 july 2001

2 years as from
2.4 July 2001

(*) On the basis of the share capital as of 7 May 2002,

Tt will be proposed to the next sharcholders’ meeting, scheduled for 21 June 2002 on first call and 3 July
2002 on second call if the quorum is not met on first call, to cancel authorisations n®12, 13 and 14 to the extent
they remain unused by the board of directors, to cancel authorisation n°18 and 10 renew these authorisations
under the following conditions:

Authorisation to issue shares and/or any other sccuritics giving access to the share capital, with
maintenance of the preferential subscription rights, within the limit of a nominal amount of capital
increase of € 600 million and of a nominal amount of debt sccuritics which could be issucd of
€ 1 billion. This authorisation would be granted for a period of 26 months;
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* Authorisation to issuc the sccurities referred to in the above authorisation, without preferential
subscription rights, within the limit of a nominal amount of capital increase of € 300 million and
€ 1 billion for the issuance of debt securities. This authorisation would be granted for a period of

26 months;

¢ Global limitation of the total increase in share capital which could be realised pursuant to the two
authorisations above to € 600 million, and global limitation of the nominal amount of debt securities
which could be issued pursuant to these two authorisations to € 1 billion; and

¢ Authorisation to issuc shares and/or securities giving access lo the share capital reserved for members of
4 Company savings plan within the limit of a nominal amount of capital increase of € 100 million. This
authorisation would be granted for a period of 5 years.

Changes in share capital

31 March 1998
Stock split and exchange of §
new shares nominal value
FRF 40 for 2 old sharcs
nominal value R 100
Increase of share capital with
preferential subscription rights
Capital increase resulting from
the contribution in kind made
by Muarcom ple.
Cupital increase resulting from
the contribution in kind made
by Alcatel ....... ... ... ..
Capital increase resulting from
the contribution in kind made
by Société Kiéber Lauriston . .
Capital increase reserved for
Alcatel
Capital increase offered to the
public at the time of the IPO .
Capital increase resulting from
the exercise of the warrants . .
Capital increase reserved for
employees ................
31 March 1999

31 March2000 .............
Cupital increase reserved for
employees . ...............
31 March 2001
31 March 2002

Resulting total Total amount

Numher of Nominal Paid in nunber of of share

shares issued amount capital amount shares capital

(in FRF) (in FRF) (in FRF)
2,500 250,000
0.250 - - 6,250 250,000
6,250 250,000 2,000,000 12,500 500,000
99,993,750  3,999,750.000 17,498.906,250 100,006,250 4.000,250,000
93,947,534 3757901360 16440818.450 193,953,784 7,758.151.360
5,996,651 239,866,040  1.049,413,925 199,950435 7.998,017.400
49,565 1,982,600 %.673,875 200.000,000 &,000,000,000
9,756,098 390.243,920  1.609,756,170 209,756,098 §,390.243,920
1,000,436 40,017,440 165,071,940 210,756,534 8.430,261.360
2,941,869 177,674,760 373,617,363 213.698,403 8,547,936,120
213,698,403  8,547,936,120

{in €) (in €) (in €)
213,698,403 1,282,190,418
1,689,056 10,134,336 30,403,008 215.387,459 1,292,324,754
- - - 215387459 1,292,324,754
- - - 215,387,459 1,292,324,754
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Ownership of ALSTOM shares over the last three fiscal years

% of the share capital
and voting rights

31 March 31 March 31 March

2002 2001 2000
Franklin Resources Inc ™) ..o i 12.8% 7.0% -
MOULEIANCE .. 21% - -
Caisse des Dépdts et Consignations ... 2.0% - -
Groupe Société Générale @ .. ... L 1.5% 1.5% -
Crédit Agricole Asset Management G} ... .o Lo o o 1.5% - -
Marconi Corporation plc ... o - 57%  24.0%
Alcatel ..o - 50%  24.0%
Employeest® o 1.9% 1.9% 1.3%
PUBLIC « oot 78.2%  782%  30.7%
Total Lo 100% 100% 100%

(1) Shires held through various investment funds and unit trusts (sharcholding threshald notification received after the end of the fiscal yeur
on 2 April 2002: 13.32%).

(2) Sharehiolding threshold notilication received after the end of the fiscal yzar on 1§ Apnl 2002: 2.034%,

(3) Shares held through various investment funds (sharcholding threshald notification received after the end of the fiscal year on
UL April 2002: 0.88%).

(4)  Shares held by employess participating in the ALSTOM Group savings plan.

To the knowledge of ALSTOM, on the basis of declarations previously received, there is no shareholder
holding. directly or indirectly, more than 5% of the share capital and voting rights of the Company.

Further to the public offering carried out jointdy between Alcatel and Marconi ple, in the course of which
thcy sold 35,538,930 shares cach (representing 16.5% of the share capital of ALSTOM cach) on
14 February 2001, Alcatel and Marconi ple cach sold in June 2001 all their remaining 5.7% sharcholding in the
capital of ALSTOM.

To the knowledge of ALSTQOM, there 1s no sharcholders’” agreement concerning its share capital and the
shares held by the directors and members of the exceutive committee represent approximately 0.03% of
ALSTOM’s share capital.

ALSTOM does not hold, directly or indirectly (through companies controlled by it). uny of its own shares
and cach director holds af Icast the number of shares required by the Articles of Association.

A request made by ALSTOM to obtain information on the holders of its bearer shares showed that there
were approximately 250,000 shareholders us of December 2001.

Securities or rights giving access to ALSTOM?’s share capital — Stock options plans

There are no securities or rights that give access to the share capital, other than the options o subscribe for
new shares which have been granted by ALSTOM.

Stock options plans are decided by the bourd of directors upon proposals by the nominations and
remuneration commitlee, which reviews all conditions of these plans, including the granting criteria.

For each plan, heneficiaries of stock options are selected among the executives of profit centres, functional
cxecutives, country presidents, managers of large projects and. more generally, holders of key salaried positions

in ALSTOM and its subsidiaries which have made a significant contribution to ALSTOM’s resulis.
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The choice of bencficiarics and the number of options granted are based on the position, the job
performance and the potential of each person. For each plan, the subscription price of the options never includes
any discount (nor any surcharge) and corresponds to the average price of the shares during the twenty trading
days preceding the day on which the options arc granted by the board of dircctors. In addition, the exercise of
options is always subject to the condition that the employment contract or the mandate of the beneficiary is still
in force as of the date the options are exercised with some exceptions.

The main characteristics of all stock option plans implemented by ALSTOM are summarised below. No
other company of the group has implemented stock option plans giving right to ALSTOM shares.

Main characteristics of ALSTOM s stock options plans

Crealion date
Exercise price (1)

Beginning of
exercise period (2)

Expiration date

Nuntber of
beneficiarics

Number of options
granted

Number of options
granted to the
meinbers of the
Executive
Commitiee (3)

Number of options
cancelled

Number of
remaining options

Terins and
condifions of
exercise

Planno. 1 Planno. 2 Planno. 3 Plan no. 4 Plan po. §
22 April 1999 14 February 2000 24 July 2001 24 July 2001 8 January 2002
€27.40 €30.00 €33.00 €33.00 €13.00

22 April 2004

21 Aprif 2007

2,035.000

175,000
116,200

1,918,800

Averape opening price
of shares to rewch € 38,
for 40 consecutive tad-
ing duys thetween 22
April 199% and 21 April
2004

1f this condition is not
fulifilled, the opiions
will ne longer be val-
id. As of today. this
condition has not becn
roet.

14 February 2003
13 February 2008

1,683

4,450,000

250,000

379.500

4.070,500

Operating  margin - of
ALSTOM w reach 5.5%
for Jiscal year 2002 or, if
rot reiched, 4% for fis-
cad year 2003,

If this condition is not
fulfilied, the options
wiil no Jonger be valid.
For fiscal year 2002,
the condition is not
mat.

24 July 2002
23 July 2009

1,703

4,200,000

160,000

184.700

4,013,300

- U3 of opions ex-
ercisuble 08 fom 24 July
202
- Y3 of oplicns ex-
envisuble us fom 24 July
1
- all options exercis-
dbie as from 24 July
2004,

24 July 2002

23 July 2009

285.000

283,000

142,500

142,500
- W2 of options exer-
cisable as from 24 July
2052
= 112 of the optivns ex-
creisable as from 24 July
003,

The exercise of cach
tranche is subject 1 the
fulfitiment  eof specific

financial objectives
defined  for euch
beneficiary.

I the fmncial ohjectives
are el fulfilled, the op-
tions will no longer be
valid. For fiscal  yeur
2002, the financial ob-
jectives are not met wxd
the first tranche of opticns
(142,500 options) is can-
celfed.

& January 2003
7 January 2010

1,633

4200000

255000

116,000

4 084,000

- 13 of options exer-
cisuble as from 8 January
2003

- 23 of cpions eaer-
cisable as from 8 Junuary
2004
- ali  opliens  cxer-
cisable as from 8 January
2065,

(1) Subscription price comesponding to the average opening price of the shares during the twenty trading duys preceding the day on which

the options were granted by the board (no discount or surcharge).

(2) Lxcept specific conditions mentioned in “Terms and conditions of exercise”.
(3) Meinbers of the executive commitiee as of 31 March 2002,
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During fiscal year 2002, three stock option plans have been exceptionally implemented: plans n® 3 and n° 4
decided on 24 July 2001, and plan n® 5 decided on 8 January 2002.

As underlined in the above table, under plan n° 3 and plan n® 5, the exercise of the options is not subject to
specific conditions, except that the options are exercisable by tranches of 1/3 a year during a three year period
beginning from the date of grant. For French lax residents (résidents fiscaux frangais), the sale of the
corresponding shares will be possible only after the expiration of the four year tax blocking period sct up by
French regulation.

The implementation of plan n® 5 has been decided in anticipation of the annual granting timetable in the
middle of the year, to accompany the exceptional mobilisation effort undertaken by the ALSTOM’s management
last autumn.

Plan n® 4 is an cxceptional plan which concerns only members of the executive commiltee. Provided that
specific financial objectives set up for the fiscal years 2002 and 2003 are reached. half of the options granted are
exercisable as of July 2002 and for the other half as of July 2003. If these conditions are not fulfilled at the given
dates, the options will no longer be valid. Due to the results of fiscal year 2002, the first tranche of 142,500
options is consequently cancelled.

Stock options granted to the ten employees who are not executive or non executive directors and who received
the largest number of options during fiscal year 2002

The relevant plans are plans n° 3 and n° 4, for which the exercise price is € 33 and expiration date 23 July
2009 and plan n® 5, for which the excrcise price is € 13.09 and the expiration date is 7 January 2010.

Members of the executive committee

Mr Salmon received 20,000 options under plan n® 3: 40,000 options under plan n° 4 (condition of exercise:
ALSTOM' s consolidated net income) of which 20,000 arc cancelled: and 40,000 options under plan n® §.

Mr Boissier received 20,000 options under plan n® 3: 25.000 optiens under plan n® 4 (condition of exercise:
Marine EBIT) of which 12,500 are cancelled; and 30,000 options under plan n” 3.

Mr Fries received 20,000 options under plan n° 3; 40.000 options under plan n® 4 (condition of exercise:
Power EBIT) of which 20,000 are cancelled; and 40,000 options under plan n® 5.

Mr Joubert received 20.000 options under plan n® 3; 30.000 options under plan n° 4 (condition of exercise:
T&D EBIT) of which 15,000 are cancelled; and 40,000 options under plan n® 5.

Mr Moreau received 20,000 options under plan u°® 3; 30,000 options under plan n® 4 (condition of exercise:
Transport EBIT) of which 15,000 are cancelled; and 20,000 options under plan n* 5.

Mr Newey received 20,000 options under plan n° 3; 20,000 options under plan n° 4 (condition of exercise:
ALSTOM s consolidated net income) of which 10,000 are cancelled; and 20,000 options under plan n° 5.

Mr Hibbert received 20,000 options under plan n® 3; 20,000 options under plan n° 4 (condition of exercise:
ALSTOM's consolidated net income} of which 10,000 are cancelled; and 25,000 options under plan n° 5.

Other executive officers

Mr Kruit received 18,000 options under plan n° 3 and 18,000 options under plan n® 5.
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Mr Barrett received 18,000 options under plan n” 3 and 18,000 options under plan n° §.
Mr Graenicher received 18,000 options under plan n° 3 and 18,000 options under plan n° 5.

No options have been exercised by the ten employees listed above during fiscal year 2002, no options
granted under plans implemented by ALSTOM being exercisable.

Stock options granted to executive and non executive directors of ALSTOM during fiscal yvear 2002

The relevant plans are plans n® 3 and n® 4 for which the exercise price is € 33 and the expiration date
1s 23 July 2009 and plan n® 5 for which the exercise price is € 13.09 and the expiration date is 7 January 2010,

During fiscal year 2002, the chairman and chief executive officer received 20,000 stock options under plan
n°3: 80,000 options under the plan n°4, for which exercise is subject to a specific condition mentioned above
(achievement of ALSTOM" s tarpeted consolidated net income for fiscal years 2002 and 2003) of which
40,000 options are cancelled and 40,000 stock optiens under plan n®3.

No options have been granted to the chairman and chiel executive officer by any other company of the
Group.

No options have been granted to the other directors of ALSTOM in 2002 or under plans previously
implemented by ALSTOM,

No options have been exercised by the chairman and chief executive officer during fiscal year 2002, no
options granted under plans set up by ALSTOM being exercisable.

In fiscal year 2000, the chairman and chicf executive officer received 60,000 options under plan n”! and
75,000 options under plan n*2 for which the specific conditions are described in the table above.

Authorisations to issue debt securitics

The ordinary and extraordinary sharcholders’ meeting held on 24 July 2001 authorised the board of
directors, for a period of five years, as from the date of the sharcholders’ meeting to issue any kind of debt
sceurities within the limit of a total nominal amount of € 2.5 billion.

This authorisation has not been used during fiscal year 2002.

Repurchase of shares

The ordinary and extraordinary sharcholders® meeting held on 24 July 2001 authorised the board of
directors, pursuant to article L. 225-209 of the Code de conunerce, to purchase through a stock exchange or
otherwise, and by any means, ALSTOM’ s shares within the limit of a number of shares representing 10% of
ALSTOM’s share capital as at 31 March 2001, i.e. 21,538,745 sharcs.

Acquisitions of shares may be made with a view towards stabilising share prices, distributing shares to
current and former employees, or executive officers of the Group, and in particular in connection with stock
option plans that may be granted, and in order to hold, seli, transfer or exchange the shares purchased in
connection with any financial transactions as well as in connection with the general and financial management of
the share capital and ALSTOM’s stockholders’ equity, in particular with respect to its financing needs. The
shares acquired may also be cancelled under the conditions laid down by law,
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The purchase, resale or transfer of shares may occur on or off the stock exchange, at any time, including at
the time of any take-over bid, and by all means, including through the use of any financial instrument notably
through optional transactions such as the purchase and sale of put or call options. The purchase price shall not
exceed € 50 per share (including costs), and the sale price shall be at least € 20 per sharc (including costs), except
in the case of a particular legal provision.

This share purchase programme, for which ALSTOM issued an information memorandem which received
the visa no. 01-803 from the Commission des opérations de bourse on 15 June 2001, has not been implemented
by ALSTOM.

The cancellation of this authorisation and its renewal for a period of one year within the conditions set forth
in COB regulations number 98-02 and 98-04 as amended will be proposed to the next sharcholders” general
meeting scheduled on 21 June 2002 on first call and if the quorum is not met on 3 July 2002 on second call. The
number of shares which could be purchased under this authorisation would not exceed 10% of the share capital
as of 31 March 2002, i.e. 21,538,745 shares. The maximum purchase price and the minimum sale price proposed
arc €40 and € 10 respectively.

Stock market information

The ALSTOM shares are listed on Euronext Paris {Premier Marché — Euroclear France code 12019), on
the London Stock Exchange (Official List) and on the New York Stock Exchange. The shares have been
excluded from the CAC 40 Index since 3 April 2002.

Volunes and share prices on EURONEXT Paris (Premier Marché)

Daily Opening
Total average price on the
Volume in Volume in Daily average fast day High price [Low price
Months shares shares Total Volume amount ol the month  of the month  of the month

(in €thousand)  (in € thousand) (in €) (in €) (in €)
2000 .
Oclober ... ... 9,167,570 416,708 237,873.77  10,812.44 25.20 28.00 24.00
November .... 14,262,998 648,318 383,066.56 17.503.03 27.85 28.70 24.65
December .. ... 7,631.931 401,081 204,088.72 10,741.51 27.39 28.10 2541
2001
January . ... ... 18,066,272 818,467 455433.17  20,701.50 25.49 27.90 23.80
February ... ... 47,073,166 2,353,638 1,324,095.51 66,204.73 30.50 30.63 25.35
March........ 27,843,365 1,265,608 820,172.63  37,280.57 31.60 31.70 27.11
April......... 19,898,739 1,047,302 636,272.61  33,488.03 33.00 33.80 29.30
May ......... 36,162,086 1,643,731 1,192,698.14  54,211.28 3490 35.88 30.10
June ......... 60,320,792 3,016,040 1,980,51743  99,025.88 32.50 36.00 32.00
July ... 29,403,253 1,336,512 957.006.70  43,500.30 32.50 34.50 31.00
August ....... 21,368,438 929,063 668,070.19  29,046.53 29.52 33.36 29.10
September . ... 65,858,023 3,292901 1,380,697.53  (9,034.88 19.39 30.25 15.37
October ...... 78,108,043 3,396,002 1,212,119.15  52,700.83 17.20 17.90 12.85
November .... 99,832,046 4,537,820 1.331,924.15  60,542.00 13.51 17.60 11.46
December .. ... 38,907441 2,161,525 499,946.68  27,774.82 12.09 14.30 11.64
2002
January ....... 49,782,341 2,628,342 665,863.49  30,266.52 13.38 14.69 12.25
February ...... 28,381,219 1,419,061 365,775.90  18,288.79 1343 13.98 12.36
March........ 62,034,282 3,101,716 930,355.52 46,517.78 15.40 16.30 13.45
April ... ..., 37,842,946 1,802,045 55,56830 26,458.01 1445 15.50 14.00
Saurce: Euronext Paris.
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Average volumes and share prices on the London Stock Exchange and on the New York Stock Exchange

2000
Fourthquarter . .................

2001

Firstquarter ...................
Secondquarter .................
Third quarter ..................
Fourthquarter . .................

2002
Firstquarter . ..................

Source: Bloomberg,

T.ondon Stock Exchange

New York Stock exchange (ADS)

Daily average Price Daily average
volume Price high low volume Price high Price low
(£) (£) (US$) (USS$)
1,197 1,650 1,325 6,665 26.75 20.50
1.923 1,825 1,450 33,856 28.75 22.13
1,523 2,125 1,825 16,106 30.30 26.70
863 2,100 1,175 20,754 29.40 14.40
774 1,225 737.5 52,625 15.75 10.35
874 850 725 31,573 1429 10.77
151

Peige 151 o NS



MANAGEMENT — CONTROL
Compensation of directors and members of the executive commitlee
Directors

The ordinary and cxtraordinary general meeting of 24 July 2001 has raised the maximum annual amount of
directors’ fees to € 400,000 which can be distributed among the members of the board of directors.

The granting conditions of the directors’ [ees were not modified by the board of dircctors for fiscal year
2002 upon recommendation of the nominations and remuneration conumnittee. Each of the director is paid a fixed
amount of € 15,000. The vice chairman of the board of directors is paid an additional amount of € 5,000 and the
chairs of the audit commitice and of the nominations and remuneration committee cach reccive an additional
amount of € 7,500 per year. In addition, each director is paid € 2,500 per actual presence at each of the meetings
of the board or one of the committees of which he is member. The fixed component is paid in September of each
fiscal year and the variable component is paid in April of the following fiscal year.

Based on these granting conditions, the amount of directors’ fees paid in respect of fiscal year 2002,
amounts to € 300,000.

Al compensations and benefits of any kind paid during liscal year 2002 to members of the board of
directors are mentioned in the table hereunder.

{in €)
Pierre Bilger () 1,202,744
Sy W am PUrves (0 42,500
Jean-Paul Béchat (B . e e e 15,000
Candace Beinecke ) L o L 15,000
James B. Cronin ) e e e 15,000
D KIS Bsser (3 i e e e 37.500
Jean-Pierre Halbron (3 o e 27.500
Patrick Krom (3 15,000
Johnm Mayo (0 12,500
Paclo Scaroni ) e 15.000
Lord Simpson B Lo 32,500

Serge Tehurtk R05) e 15.000

(1) Compensation and benefit only, no dircctors” fees being puid to the chairman and chief exccutive afficer.
(2) Dircctors’ fees only.

(3) Director and member of the audu commiunee unti} 14 March 2001

(4) Director and member of fhe audit comminee until 12 December 2001,

(5) Director and member of the nominations and remuncration committec until 8 March 2001.

No compensation of any kind are paid to directors by any company conwalled by ALSTOM as defined
under article L.233-16 of the French Code de commerce.

Chairman and Chief Executive Officer

The compensation of the chairman and chief executive officer is decided by the board of directors upon the
recommendation of the nominations and remuneration committee and consists of a fixed component and a
variable component. The variable coinponent is tied to ALSTOM s consolidated net income,

The chairman and chief exeeutive officer reccived for fiscal year 2002 a global compensation amounting to
€ 1,200,000 (compared to an amount of € 1,300,000 the previous year) and consisting of a fixed component of
€ 880,000 and a variable component of € 320,000 tied 10 fiscal year 2001 {compared to an amount of € 500,000
the previous year which was tied to fiscal year 2000). No variable component will be paid to the chairman and
chief executive officer in connection with fiscal year 2002 and the fixed component for fiscal year 2003 will not
be increased over that for fiscal year 2002,
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The chairman and chief exccutive officer does nol reccive directors’ fecs. The stock options which have
been granted to him are mentioned on page 149 of this annual report.

Members of the Executive Committee

Each of the members of the executive committee of ALSTOM reccives a compensation consisting of a fixed
component and a variable component tied to the financial results of the fiscal year and/or to the realisation of
individual objectives determined at the beginning of the fiscal year. The variable component linked (o a fiscal
year is paid during the next fiscal year,

Total compensation packages are tied to both ALSTOM’s financial performance and individual and team
contributions. They are based on best practices within the indusiry, compensation surveys and advice from
human resources professionals. ‘

The nominations and remuneration committee makes recommendations regarding the compensation of the
members of the executive committee.

During fiscal year 2002, the global amount of the compensation paid to the members of the exccutive
committee amounted to € 5,200.000. The fixed component represents € 3,900,000 (8 members of the executive
committee as of 31 March 2002) and the variable component tied to the results of fiscal year 2001 (paid in fiscal
year 2002) represents € 1,300,000 (8 members of the executive committee as of 31 March 2002). The fixed
component of the compensation paid to members of the exceutive committee for fiscal year 2003 will not be
increased over that for fiscal year 2002,

Auditors

Statutory auditors

Cabinet Barbier, Frinault & Autres
represented by Mr. Gilles Puissochet
41, rue Ybry

92576 Neuilly-sur-Seine Cedex
France

Erast & Young Nelwork

Appointed by the Ordinary General Mecting of 26 March 1998, mandute expiring at the Ordinary General
Meeting called to consider the accounts for fiscal year ending 31 March. 2003.

Cabinet Deloitie Touche Tohmatsu — Audit

represented by Mr. Alain Pons

183, avenue Charles-de-Gaulle

B.P. 136

92203 Neuilly-sur-Scine Cedex

France

Appointed by the Ordinary General Meeting of 26 March 1998, mandate expiring at the Ordinary General
Meeting called to consider the accounts for fiscal year ending 31 March 2003.

Deputy auditors

Mr. Francis Scheidecker

41, rue Ybry

92576 Neuilly-sur-Seine Cedex

France

Appointed by the Ordinary General Meeting of 26 March 1998, mandate expiring at the Ordinary General
Meeting called o consider the accounts for fiscal year ending 31 March 2003.

Deloitte Touche Tohmatsu — Audit

183, avenue Charles-de-Gaulle

B.P. 136

92203 Ncuilly-sur-Seine Cedex

France

Appointed by the ordinary general meeting of 26 March 1998, mandate expiring at the ordinary general meeting
called to consider the accounts for fiscal year ending 31 March 2003,
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OTHER INFORMATION

Simplificd organisation chart as of 31 March 2002

ALSTOM
(France)

ALSTOM Holdings
{France}
1 ALSTOM GembH 5 ALSTOM lnc.
(Rolding - Germany)  |_{ | (Holag - USA)
2 ALSTOMUK Ui 5 ALSTOM Msxico SA de C
{Holding - Lte)
-t {Hokding - Mexico}
3 ALSTOM Espena I8 7 ALSTOM Baigium
(Holding - Spain) M (Hoding - Beigum)
4 HA;STOMNN\; s 8 ALSTOM Haklings Lica
(Hatgng - Netherands) | | |y g « Braan)
[ !
ALSTOM Power ALSTOM T&D SA ALSTOAI ALSTOM Transport SA Chamijess ce
Helding (France) Power Conversion SA (France) TAlantque
Frarces — {France) — (Frarcs)
|
ALSTOM ALSTOM Nagnets
ALSTOM P ALSTOM
Lgoﬁ o4 owar Eloklrix Endusts AS and Superconductcrs SA Teansporte SA ALSTOH
\France) (Turkey} {France} — (Spain} Leux Navel
(Franca)
ALSTON Mataurs SA
ALSTOM Trans
4 ALSTOMPowsr 5 ALSTOM Esca Cop (France) Spa (taly} P Auslers ce
Cenlrales 4 ALSTOM Power (Usa} | Moo
{France) Gensration AG F’n'\.oel
(Germany) - ALSTOM Canada Inc,
4 ALSTCM Power 6 ALSTOM TAD SA de CV rooas ‘SD;"NTJ‘”" (Canaca)
. Conversion Bed rm
Turbomadhines 4 ALSTOM Power Mexico)
(Francs}
B:g:r GmbH 1 ALSTOM LHB GmbH
{Germany)
4 ALSTOM Powar 2 ALSTOM TaD Ui 3 . AESTO“ o (Gormeny)
Service GmbH | et CONvarsion
pil 4 ALSTOM K K (LK) (Spain) 8 ALSTOM Brosil Lics
(J2pan) (Brazé)
4 ALSTOM Power 1 ALSTOM 1 ALSTOM
Energiatachnik GmbH )
itatia SpA (Garmany] Power Conversion Gmbs 6 ALSTOH Transpote
(laly) 4 ALSTOM Powsr st ormany (Genmany) SA do CV (Mexica)
b ic
4 ALSTOM Power (Cazch Repubic) S ASTTH
Sp 200 2 ALSTCM Tracuon Lid
(Poland} Electrical Machines Ltd {ux) (UK}
5 ALSTOM Powar Inc
4 ALSTOM Power (USA} 2
Swadan A3 2 ALSTOM ALSTOM Transpon Ltg
(Sweden) Power Corvarsion Lid ) LX)
4 ALSTOM Power
4 ALSTOM UK Holdings Ltd (UK) 2 ALSTOM Snaling Lic
Schweiz AG (UK)
(Swizertand) 5 ALSTOM
P owet Convarsion Inc, (USA} [PALSTOM Transportation Ing|
(UsA)
5 ALSTOM Signaling Inc.
(USA)
4 ALSTOM Fatovara SpA
(iraiy} "
Power Sector Transaussion & Powar Convarsion Secior Transpont Seclor Marine Seclor

Distnouson (TAD} Sector

Note: Unless otherwise stated, companies are wholly owned-Each number in the box of a subsidiary indicates the holding company with the same number that holds its shares.
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Employce profit sharing plans

All the French subsidiaries to which the French law of 7 November 1990 applies have entered into
employee profit sharing agreements.

As of today, approximately ten French subsidiaries of the group have entered into a profit sharing plan.

The amounts due to the employees under the legal and agreed employees profit sharing schemes for the last
three fiscal years are indicated under the line “enployees profit sharing” of note 3 to the consolidated accounts.

Concurrently with its initial public offering, in June of 1998 ALSTOM implemented a share capital increase
reserved for the employees participating in an ALSTOM savings plan. A total of 2,491,869 shares were issued at
a price of FRF 167 (or € 25.46) per share. During fiscal year 2001, a further capital increase reserved for
employees of ALSTOM and its subsidiaries participating in an ALSTOM savings plan was approved. As a result
of this increase of the share capital on & August 2000, 1,689,056 new shares, nominal value € 6 per share, were
issued at a price of € 24 per share.

Information on related party agreements
During fiscal year 2002 and since its end, no agreement referred (o in article L.225-38 of the French Code

de Commerce have been entered into.

The agreements entered into during previous fiscal years and which have continued during fiscal year 2002
are described in the special auditors’ report as included in this annual report.

No director or executive officer or any of his or her associates was indebted to ALSTOM.

Communications Policy
ALSTOM Investor Relalions Team can be contacted at ALSTOM' s Head Office:
Robert Shaw or

Elisabeth Rocolle-Teyssier
Vice President, Investor Relations

ALSTOM
25 Avenue Kléber
75116 Paris
trance

Tel: +33 0147552578
[Fax: +33 0147 5528 61

Information for shareholders including current share price, recent press releases and details of shareholder
events can be found on ALSTOM’s web site.

httpowww.alstomn.com

English and French language versions of ALSTOM” s annual report 2001/02 are available on request from
the Investor Relations team,
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Persons assuming the responsibility of the document

To my knowledge the information contained in this Document de référence is accurate; it contains all
information necessary to an investor to evaluate the assets, the activities, the financial situation, the results of
operations and the prospects of ALSTOM. There is no other information the omission of which would alter the
scope thereof.

Paris, 7 May 2002
The Chairman and Chief Executive Officer

Picrre Bilger

Free translation of a French language original for convenience purpose only. Accounting prirciples and auditing standards ard their
application in practice vary amiong nations. The accompanying financial starements are not intended to present the finaneial position, results
of operaiions and cash flows in accordance with accounting principles and practices generally aceepied in countries otfier than France. In
addition, the procedures and practices wtilized by the Siatutory Auditors in France with respeci to suck: financial starements included ir: a
prospectis may differ fron: those generally accepted and applied by Auditors ir: other countries. Accordingly, the French financial statements
and the Auditors' report of schich a trarslation for convenience purpase only is presented in this docwment are for use by those

knowledgeable about French accounting procedures, auditing standards and their application ir: practice.

Statement of persons responsible for auditing the financial statements

As Statutory Auditors of ALSTOM und in accordance with Rule 98-01 of the “Commission des Opérations
de Bourse” and professional standards applicable in France, we have performed certain procedures on the
information contained in this “Reference Document” relating to historical financial statements of the Company.

The Chairman and CEO of ALSTOM is responsible for the preparation of the “Reference Document”. Our
responsibility is to report on the fairness of the information presented in the “Reference Document” relating to
the financial situation and the financial statements.

We have conducted our work in accordance with professional standards applicable in Trance. Those
standards require that we assess the fairness of the information presented relating to the financial situation and
the financial statements and its consistency with the financial statements on which we have issued a report. Our
procedures also include reading the other information contained in the “Reference Document” in order to identify
material inconsistencies with the information relating to the financial situation and the financial statements and to
report any apparent material misstatement of facts that we may have found in reading the other information based
on our general knowledge of the Company obtained during the course of our engagement. This document does
not include prospective data resulting from an internal, structured process of preparation.

We have audited in accordance with professional standards applicable in France the individual financial
statements and the consolidated financial statements prepared in accordance with accounting principles generally
accepted in France for each of the fiscal years ended March 31, 2000, 2001 and 2002, approved by the Board of
Directors. We expressed an unquatified opionion on such f{inancial statements.

Based on the procedures performed, we have no matters to report regarding the fairness of the information
relating (o the financial situation and the financial staternents presented in the “Reference Document”.

Neuilly-sur-Seine May 7, 2002
The Statutory Auditors

Barbier Frinault & Autres Deloitte Touche Tohmatsu
Ernst & Young Network

Gilles Puissochet Alain Pons
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Reconciliation with COB regulation

To facilitate the reading of this Dociunent de référence, comprised of an Institutional part and a Financial
part, the table of contents below lists the main headings required to be covered under the French Comunission des
opérations de bourse (COB) rule no. 98-01 and modiflied under rule no. 2000-07 and the corresponding pages of
this Document de référence where such required information is located.

Reconciliation table
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ALSTOM

PRESS INFORMATION
7 May 2002

ANNUAL RESULTS
FISCAL YEAR 2002
1 April 2001 - 31 March 2002

ALSTOM, the global specialist in energy and transport infrastructure, foday
presents ifs results for fiscal 2002, which are in line with the guidance given at the
strategy presentation on 14 March 2002:

. Year-end order book: €35.8bn (192 months of sales)

o Order intake: €22.7bn (2001: €25.7bn)

o Sales: €23.4bn (2001: €24.6bn)

. Operating income: €941m (2001: €1,151m)

. Operating margin: 4.0pc (2001: 4.7pc)

o Net income before goodwill: €211m (2001: €564m)

. Net loss after goodwill: €139m (2001: net income €204m)

. Net financial debt at year-end: €2.1bn (in line with end-Sept '01

level)
. No dividend to be paid
. Restore Value plan launched on 14 March to reduce debt, improve

margins & cashflow - on track
. Philippe Jaffré appointed Chief Financial Officer from 3 July

Commenting on the results Pierre Bilger, Chairman & Chief Executive Officer,
said:

“"Our results and our share price performance in fiscal year 2002 were
unsatisfactory. Operating income and cashflow were negatively impacted
primarily by difficulties encountered in the introduction of some of our heavy-
duty gas turbines, in deliveries of regional trains in the UK, and by the bankruptcy
of the US cruise-ship operator, Renaissance Cruises. Moreover, after four years of
growth through acquisition which allowed us to build strong positions in the
global energy and transport markets, our balance sheet has become stretched.
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ALSTOM

"We have taken steps to address these issues, launching a detailed action plan,
Restore Value, 1o strengthen our balance sheet, reduce our debt and
significantly improve cash generation and operating margins. The Executive
Committee and Management throughout the Company have fully participated
in defining the Restore Value goals and are committed 1o their achievement.

“We have dlready made progress towards achieving our objectives. We have
consolidated and strengthened our lines of credit and their terms have been
renegotiated. Our net debt and our gearing at the end of March 2002 have
been stabilised at September 2001 levels; and we are actively implementing ocur
real estate sales and non-core business disposal programmes. Finally, it remains
our intention to make a capital increase as soon as possible, subject to market
conditions. Cumulatively, these actions should generate proceeds in the range
of €2.1 billion by March 2003.

“In this context, it is with great regret that the Board felt it appropriate to
propose to the Shareholders Meeting not to pay a dividend this year.

"Despite the difficulties which Restore Value addresses, ALSTOM today is a
global Company with a focused and geographically well-balanced portfolio of
businesses, enjoying leading market positions and all now owning the key
technologies necessary for their future development. In addition, during the last
fiscal year, our orderbook remained strong, while cost reduction measures and
quality improvement initiatives (Quality Focus é Sigma) were actively
implemented.

"Over the next three years our efforts will be focused on achieving operational
excellence. ALSTOM will rightly be judged on ifs success in meeting the goals of
Restore Value: an operating margin of 6 per cent, cashflow equal to EBIT and a
gearing of 20 per cent by March 2005. | am absolutely confident that our plan is
achievable, that these godals will be met and that value will be restored.”

PQS@ 1S ot N5




ALSTOM

Summary Income Statement

In €million in French GAAP FY 2001 FY 2002
Order Backlog 39,429 35815
Orders Received 25,727 22,686
Sales 24,550 23,453
Cost of Sales (20,428) (19,622)
Selling Expenses (1,140) (1,078)
Operating income 1,151 941
Other Income (expenses), net (256) (477)
Goodwill and acquired intangible assets (360) (350)
amortisation

Earnings Before Interest and Tax 536 114
Financial income (expense), net (116) (207)
Pre-tax income (loss) 419 (94)
Income tax (174) (10)
Share of net income (loss) from equity investments (4) 0.8
Net income (loss) 204 (139)
Other Key Indicators

In €million unless otherwise stated FY 2001 FY 2002
Operating Margin 4.7% 4.0%
Earnings per Share before Goodwill €2.6 €1.0
Earnings per Share €0.9 €(0.6)
Cashflow from Operating Activities 592 (418)
Net Debt 1,633 2,064
Net Debt / Equity 74% 112%

FINANCIAL REVIEW

Orders & Sales: Analysis by Sector

Comparable basis adjustments: Adjustments have been made o evaluate
orders received and sales on a comparable basis by excluding material
acquisitions made during fiscal year 2002 (Bitronics Inc.. Ansaldo Coemsa SA
and Railcare Ltd) from results reported at 31 March 2002. Material disposals
made during fiscal year 2002 (Contracting and GTRM) have also been excluded
from the comparable figures disclosed at 31 March 2001 and at 31 March 2002.
For Fiat Ferroviaria, 51% of which was acquired in fiscal year 2001 and which was
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ALSTOM

fully consolidated as of October 2000, the figures have been removed from
both fiscal year 2001 and 2002. For Power, comparable figures have been
calculated to illustrate the estimated effects of the full consolidation of ABB
ALSTOM Power, as if the acquisition of ABB's 50% interest had occurred on 1 April

Fiscal Year Variation on

2000.
Fiscal Year Fiscal Year Fiscal Year
2001 2001 2002 2002

{in € million) Actual Comparable  Actual Comparable
Orders received

POWET ..vvveerereeieens 11,502 12,069 11,033 11,033
T&D i 2,882 2,882 3,210 3,142
Transport ... 5,558 5,054 6,154 5,242
Marine ....eeveveene. 1,835 1,835 462 462
Power 737 737 667 667
Conversion............

Conftracting........... 2,840 0 909 0
Otherst......coueeene. 373 373 251 251
Total .oooveeeee 25,727 22,950 22,686 20,797
Sales

POWET .oovveieevieennn 12,040 12,591 12,976 12,976
T&D e 2,792 2,792 3,164 3,096
TranSPOMt wovvveceeveene 4,400 3.753 4,413 3,780
Marine ...ceeeveeenne. 1,841 1,841 1,240 1,240
Power 617 617 650 650
Conversion ...

Contracting........... 2,485 0 759 0
Othersth......covvene, 375 375 251 251
Total ... 24,550 21,969 23,453 21,993

an historical
basis

-4%
1%
1%
-75%
-10%

-68%
-33%

-12%

8%
13%
0%
-33%
5%

-70%
-33%

-4%

Variation
ona
comparable
basis

-9%
9%
4%

-75%
-10%

-33%
-9%

3%
1%
1%
-33%
5%

-33%
0%

(1) The figures for fiscal years 2001 and 2002 represent the orders received and sales of the
overseas entities in Australia, New Zealand, South Africa and India not allocated to the

Sectors.

Orders received during fiscal year 2002 decreased due to the disposal of our
Contracting Sector and GTRM and the lack of significant Marine orders following
an excepftionally strong fiscal year 2001. Power orders received decreased. This
was partly offset by an increase in Transport and T&D.
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Orders & Sales: Analysis by Geographic Region

Year ended 31 March

In €million 2001 2002
Orders received:
Regions
Europedn UniON .. e 9,536 8,517
of which
S (o] ol SRS 3,485 3,139
UK ettt c e ssresesessnessesstsesnens 1,246 1,720
GEIMANY euteieieireireceeeete e ssesaens 1,648 1,330
Rest Of EUrOPE ..o 1,967 1,579
NOth AMENCA i 6,416 5161
of which
U S ettt ettt st re et ae s 4,736 4,370
Central and South Americd .....ccvvvieennenne. 1,567 1,832
ASIA/PACIFIC o, 3,955 4,162
Africa/Middle EQST ., 2,286 1,435
TOIALcieiiieieiieeieeiiereersesseressorsensesessesssensnssansane 25,727 22,686
Year ended 3]
March
In €émillion 2001 2002
Sales
Regions
Europedn UniON ... 9,909 7,953
of which
FIANCE ittt e 2,939 1,867
UK ettt ettt e s esan e esar s eenne e s 2,436 1,862
GEIMANY . tttieireirereerrreesreeresreeresisesseessssnenes 1,712 1,226
Rest of EUrope......coiiiciniicncnicncncinnennene, 1,169 1,360
NOMh AMENCA oo, 6,863 6,255
of which
U S et et 5,548 4,633
Central and South America ....vvieeeneenee. 952 1,439
ASIA/PACIFIC oot 3,957 4,521
Africa/Middle EQst .., 1,700 1,925
(o) 1= | FRT RO 24,550 23,453

In fiscal year 2002, the geographic breakdown was generally the same as in the
prior fiscal year. Europe remained the most important region in terms of orders
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received, with 45% of total orders, although this amount of orders (on an
absolute basis) was 12% lower than in fiscal year 2001. This reduction resulted
mainly from the disposals of Contracting and GTRM, each of which had a large
presence in Europe, especially in the UK, Germany and France, and from a
decline in orders for Power projects in this region during fiscal year 2002. North
America represented 23% of total orders received, compared with 25% in fiscal
year 2001.

Operating Income & Margin

Year ended 3]
March

In €million 2001 2002
Operating Income:
POWET ittt sessnnbe et eeeaareeseeas 448 572
Transmission & Distribution ..eeecceeiienenn, 235 203
TIQNSPOM veitereereereireeneecreirecne e seeeeesaesvesanessens 266 101
Y Yo L 1= T 80 47
Power CONVETSION ...vveviireireriieseeentrecneesveeens 40 23
Contracting ceeveevenerererceerereereeeeeenes 123 30
OINETSI) ettt e enees (41) (35)
Total ALSTOM .uuueiiirirreereteiirinsiresscsereeennneneenes 1,151 941

(1) The figures for fiscal years 2001 and 2002 represent operating results due to the overseas
enfities, the internal sales network and corporate costs.

Year ended 31
March
2001 2002
% %
Operating Margin:
P OWET . rereeiieeeeerecteter e eertbrraee e s e s e barseessennans 3.7 4.4
Transmission & Distribution ..., 8.4 6.4
L go [ F] ] o P USRS 6.0 2.3
MAIMNE ittt sne e sebaasseaes 4.3 3.8
POWET CONVETSION .etieveiirieeesriscreessaressreesanes 6.5 3.5
CoONrACHNG cveecrerrreie e esae e 4.9 4.0
ALSTOM AVerage ......ccreieiscnnensssarssnessaneses 4.7 4.0

Operating income decreased to €941 million in fiscal year 2002 versus €1,151
million in fiscal year 2001. The major factors were:



ALSTOM

e continued operating profit improvements in Power, reflecting cost savings
and increased focus on higher-value business;

o the significant decrease in T&D operating margin as a result of pricing
pressure, despite an increase in sales;

¢ the significant decrease in operating margin in Transport due to delivery
problems on our UK regional train contracts;

e |ower sales volume and a lower margin in Marine compared with fiscal year
2001; and

e reduced operating income due to the sale of the Contracting Sector.

Other income (expenses)

During fiscal year 2002 we incurred other expenses of €477 million, compared
with €256 million during fiscal year 2001. This increase was mainly due to higher
restructuring expenses of approximately €150 million and a €90 million provision
for Marine vendor financing, partly offset by capital gains. Other income and
expenses included: gain on disposal of fixed assets and investments;
restructuring costs; pension costs; employee profit sharing; and securitisation.

Goedwill and other acguired intanaible assets amortisation

Amortisation of goodwill and other acquired intangible assets amounted to €350
million in fiscal year 2002, compared with €360 million in fiscal year 2001. The
slight decrease was mainly due to the disposals of Contracting and GTRM.

Financial income (expense)

Our net financial expenses in fiscal year 2002 were €207 million versus €116
million in fiscal year 2001.

The major impact on financial expenses for fiscal year 2002 was the substantially
higher level of net debt versus fiscal year 2001 and higher other financial items.

Income fax

Income tax for fiscal year 2002 amounted to €10 million, at an effective rate of
4%, compared with €174 million in fiscal year 2001. The low tax charge for fiscal
year 2002 was primarily due to the recognition of deferred tax income of €87
million.

Net Income/Loss

The net loss after goodwill in fiscal year 2002 amounted to €139 million,
compared with net income of €204 million in fiscal year 2001.
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Balance Sheet

Shareholders' Equity

At 31 March 2002 shareholders’ equity amounted to €1,752 million, or
€1,844 million including mincrity interests, compared with €2,090 million at 31
March 2001 or €2,193 miillion including minority interests. The decline was due o
the net loss for fiscal year 2002 and the payment of dividends for fiscal year
2001, coupled with the negative impact of cumulative translation adjustments.

Financial debt

We define net financial debt as financial debt minus short-term investments,
cash and cash equivalents.

: At 31 March
In €million 2001 2002
Financial Debt
Bonds and notes issued ....vvnnreeeirinnns 1,200 1,200
BaANk debt e v eeannes 1,680 2,434
Commercial PAPET.....coovereinieneniiseniens 1,611 455
BANK oVerdrafts .meereereeiininreeerecnnns 162 211
TOTAL ettt ses e e s s sreeseans 4,653 4,300
Total cash, cash equivalents and short- 3,020 2,236
ferm INVeSIMENTS e
Net financial debt.....cceerreicciciieerenennnn 1,633 2,064

Net financial debt at 31 March 2002 was €2,064 million, compared with
2,054 million at 30 September 2001, and with €1,633 million at 31 March 2001.
The increase for fiscal year 2002 was due mainly to the net cash outflow from
operations described below.
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Cashflow

Consolidated statement of cash flows
Year ended 31 March

In €million 2001 2002
Net cash provided by operafing 592 (418)
activities

Net cash provided by (used in) (1,590) 124
investing activities

Net cash provided by (used in) 370 (136)
financing activities

Net (increase) decrease in net (494) (431)
debt '

Cash flow from operating activities

Net cash provided by operating activities for fiscal year 2002 was affected by
the net loss of the year and by a net outflow from changes in working capital of
€759 million, to produce a net outflow of €418 million.

Movements in working capital were due fo reductions in customer deposits and
advances and provisions. This was partially offset by increases in trade payables
and securitisation and also by a reduction in frade and other receivables.

Cash flow from investing activities was €124 million in fiscal year 2002. This
includes €772 million from the sale of investments, principally Contracting and
GTRM, together with disposals of plant and equipment.

Cash outflow from financing activities was €136 million, reflecting dividends paid.

Board resolutions

It will be proposed to the Shareholders’ Meeting called to approve the
accounts for the fiscal year 2002 to nominate a new director, Mr Georges
Chodron de Courcel, to renew Mr James B. Cronin's directorship and, to reduce
from six to four years directorships' terms starting for these nominations.

It will also be proposed to the Shareholders’ Meeting that the Articles of
Association be updated to conform to amended French Company Law relating
to new corporate governance regulations which provides the Board of Directors
with the option to choose the general management structure of the Company.
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This press release should be read in conjunction with the Chairman & CEQ's
message to shareholders and with the Company's Operating and Financial
Review and Prospects for fiscal year 2002. These documents are all available on
ALSTOM's website af www.alstom.com.

Contacts

Press enquiries: G. Tourvieille / S. Gagneraud
(Tel. +33 1 47 5523 15)
internet.press@chg.alstom.com

Investor relations:  Rob Shaw (Tel. +33 1 47 55 25 78)
investor.relations@chq.alstom.com

Internet: http://www.alstom.com
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Safe Harbour

- This press release contdins, and other written or oral reports and communications of ALSTOM
may from time to time contain, forward-looking statements, within the meaning of Section 27A
of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Examples of
such forward-looking statements include, but are not limited to (i) projections or expectations of
sales, income, operating margins, dividends, provisions, cash flow, debt or other financial items
or ratios, (ii) statements of plans, objectives or goals of ALSTOM or its management, {iii)
statements of future product or economic performance, and (iv) statements of assumptions
underlying such statements. Words such as "believes,” "anticipates,” "expects,” "intends," “aims,"
"plans” and "will' and similar expressions are intended to identify forward-looking statements but
are not the exclusive means of identifying such statements. By their very nature, forward-looking
statements involve risks and uncertainties that the forecasts, projections and other forward-
looking statements will not be achieved. Such statements are based on management's current
plans and expectations and are subject to @ number of important factors that could cause
actual results to differ materially from the plans, objectives and expectations expressed in such
forward-looking statements. These factors include in addition to the factors included in the press
release: (i) the inherent difficulty of forecasting future market conditions, level of infrastructure
spending. GDP growth generally, interest rates and exchange rates; (i) the effects of, and
changes in, laws, regulations, govemnmental policy, taxation or accounting standards or
practices; (i) the effects of competition in the product markets and gecgraphic areas in which
ALSTOM operates; (iv) the ability to increase market share and control costs while maintaining
high qudlity products and services; (v) the timely development of new products and services;
{vi) the inherent technical complexity of many of ALSTOM's products and technologies and the
ability to resolve effectively and at reasonable cost technical problems that inevitably arise,
including in particular the problems encountered with the GT24/26 gas turbines; (vii) risks inherent
in large contracts that comprise a substantial portion of ALSTOM's business; (viii) the effects of
acquisitions and disposals; (ix}) the ability to invest in successfully, and compete at the leading
edge of, technclogy developments across all of ALSTOM's Sectors; (x) the availability of
adequate cash flow from operations or other sources of liquidity to achieve management's
objectives or godls; including our goal of reducing indebtedness {xi} timing of completion of the
actions focused on cash generation contemplated in ALSTOM's "Restore Value" programme; (xii)
the inherent difficulty in estimating future charter or sale prices of any relevant cruise-ship in any
appraisal of the exposure in respect of the Renaissance matter; (xiii) the inherent difficulty in
estimating ALSTOM's exposure to vendor financing which may notably be affected by
customers' payment default; (xiv) the unusual level of uncertainty at this time regarding the
world economy in general; and (xv) ALSTOM's success at adjusting to and managing the risks of
the foregoing. ALSTOM cautions that the foregoing list of important factors is not exhaustive;
when relying on forward-looking statements to make decisions with respect to ALSTOM, investors
and others should carefully consider the foregoing factors and other uncertainties and events,
as well as other factors described in other documents ALSTOM files from fime to time with the
Commission des Opérations de Bourse and with the Securities and Exchange Commission,
including reports on Form 6-K. Forward-looking statements speak only as of the date on which
they are made, and ALSTOM undertakes no obligation to update or revise any of them, whether
as a result of new information, future events or otherwise.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.
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Date: May 9, 2002

Name: Frangois Newey \ :
Title: Executive Central Management &
Chief Financial Officer
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